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PREFACE. 

HTHE  following  few  words  of  preface  give  me  an  oppor- 
^  tunitj,  of  wkich  I  hasten  to  avail  mjselt  at  onoe 
of  introducing  the  present  edition  of  Bicardo's  Principles, 
and  of  explaining  the  absence  of  any  biographical  details 
with  regard  to  Ricardo's  life.  I  was  first  attracted  to 
the  study  of  the  works  by  the  eulogies  passed  upon 
them  by  J.  S.  Mill.  That  was  naturally  enough  at  the 
beginning  of  my  economic  studies.  But  the  anlour  with 
which  I  had  fumed  to  their  perusal  was  greatly  stimu« 
lated  by  my  subsequent  acquaintance  with  the  writings 
of  his  German  and  English  critics.  I  had  listened  to 
strong  praise,  but  now  I  heard,  or  rather  read,  abuse 
equally  as  strong.  It  increased  my  desire  for  an  intimate 
acquaintance  with  the  personality,  theoretic  if  no  other,  of 
the  man  who  was  capable  of  stirring  up  such  vehemence  of 
passion. 

To  some  degree,  I  must  confess,  closer  study  and  investi- 
gation  tended  to  confirm  my  former  opinions.  I  had 
regarded  Bicardo  as  a  singularly  abstract  writer,  and  so  I 
I  continue  to  regard  him.  But  in  respect  of  his  personal 
*  and  intellectual  character  I  came  to  entertain  new  views. 
Like  many  others,  I  had  learned  to  look  upon  him  as  doe^ 
trinaire,  cold,  and  if  anything  a  trifle  illiberal  and  inelastic 
in  thought.  Sometimes,  indeed,  a  Bicardo  phantom  of  a 
cold,  uneager,  relentless  law,  which  might  be  called  inhu« 
man  were  it  not  so  void  of  feeling,  had  grown  up  in  my 
mind  in  place  as  it  were  of  the  figure  of  a  man  and  a 
writer.    But  now  I  see  how  I  misjudged  him,  how  others 
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.w  ■usjikdged  lum.  by  oonfoting  the  tdentific  formulM 

ks  derdoped  with  tba  man  himaelf  .    He  was  ab- 

BOi  d^drmmin;  predae,  not  dogmatic;  and  always 

7  to  diacnss*  and«  if  need  were*  to  remodel  his  opinions. 

TCfy  acats  obeenrer,  ICss  Edgeworth,  gives  a  few 

of  him  as  she  knew  him  in  private  life.    Let  us 

him  as  he  appeared  to  her  and  some  others  who 

hna  intimately.    We  meet  a  man  in  stature  *' under- 

r  hvi  in  " faee  handsome  and  manners  delightful**; 

ompoeed  in  his  demeanour,  but  so  full  of 

and  vitality  that»  we  are  told*  he  **  starts  perpetu- 

nDj   new  game  in  conversation."    We    may  make   his 

Mstimintsmr  cither  in  town,  where  he  entertains  his  friends 

na  adi^btfnl  breakfasts,  or  at  Oatoomb  Ftok,  where  Miss 

Filg^niHlh  at  least  seems  to  have  found  him  agreeable  in 

•wry  rhsrsftcr.  save  when  he  was  driving  his  horses  down 

a  steep  hiU.    A  singular  charm  of  manner  must  have  been 

kaa  to  kindle  such  a  great  personal  affection  in  the  heart 

of  the  somewhat  stoical  James  Mill.     After  this  we  cannot 

be  surprised  to  hear  that  the  younger  of  the  Mills  was 

attracted  by  **his  benevolent  counsel  and  kindliness  of 

But  perhape  it  was  his  conversational  ability  that  most 
impreaaed  itself  on  strangers.  He  was  acute,  well  informed, 
and  eoospieuously  fair  and  opeo«minded.  "  He  is  alto- 
gether.'* to  quote  once  more,  *'  one  of  the  most  agreeable 
persons,  and  as  well  one  of  the  best  informed  and  most 
drvcr.  that  I  ever  knew.**  **  I  never  argued  or  discussed 
a  question  with  any  person  who  argues  more  fairly,  or  less 
1m  victory  and  more  for  truth.  He  gives  full  weight  to 
every  argument  brought  against  him,  and  seems  not  to  be 
on  any  side  of  the  question  for  one  instant  longer  than  the 
eoBvktion  of  his  mind  is  on  that  side.  It  seems  quite 
indiflerent  to  him  whether  you  find  the  truth  or  whether 
he  finds  it,  provided  it  be  found."  The  characteristic 
here  of  a  calm«  strong  vitality,  reveals  itself 
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throughout  his  whole  life.  It  buoyed  him  up  during  the 
early  anxieties  of  his  career,  when,  receiving  no  support 
from  his  &ther»  he  began  to  frequent  the  Stock  Exchange 
on  his  own  account ;  it  stood  him  in  good  stead  when  he 
turned  his  mind  to  scientific  and  social  studies ;  it  strength- 
ened  him  to  bear  with  patience  the  perpetual  misiepresen« 
tations  to  which  his  opinions  on  financial  and  agricultural 
matters  exposed  him.  He  thought  firmlj,  freshly,  and 
surely.  Olance  at  him  but  once  again.  Just  turned  aside 
from  the  excitement  of  the  Exchange,  he  is  sitting  down  to 
write,  still  within  sound  of  the  hubbub  and  rage  of  money- 
making,  on  the  causes  which  determine  value  or  regulate 
the  shares  apportioned  respectively  in  wages  and  profits. 
This,  no  &ncy  picture,  is  but  an  Ulustration  of  the  readi- 
ness and  activity  with  which  he  sought  opportunity  for 
labour  and  study.  The  end  came  all  too  soon.  He  died 
^'^llth  September,  1823,  at  the  early  age  of  fifty-one.  £et 
\V  us  take  leave  of  him  in  the  spirit  in  which  his  last  letter 
to  Malthus  closes.  "  And  now,  my  dear  Malthus,  I  liave 
done.  Like  other  disputants,  after  much  discussion  we 
each  retain  our  own  opinions.  These  discussions,  however, 
.  never  influence  our  friendship ;  I  should  not  like  you  more 
than  I  do  if  you  agreed  in  opinion  with  me." 

Part  of  what  I  have  learnt  with  regard  to  David  Bicardo 
as  a  man  I  have  endeavoured  to  suggest  in  the  foregoing 
page  or  two.  I  could  wish  that  it  had  been  possible  to 
devote  adequate  space  to  a  sketch  of  his  life,  but  the  need 
of  critical  comment  has  been  so  frequent  that  I  have  not 
felt  justified  in  further  contracting,  even  for  that  pui^se, 
what  I  have  to  say  either  in  notes  or  in  my  Introductory 
Essay. 

In  conclusion,  I  must  take  this  opportunity  of  thanking 
all  those  who  have  assisted  me  either  by  advice  or  with  bib- 
liographical details  in  the  preparation  of  the  present  edi* 
Uon ;  where  so  much  kindness  has  been  shown  it  would  be 
invidious  to  particularise.    But  I  am  sure  that  .all  who 
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h^m  ao  couteoody  aided  ma  will  feel  with  me.  thAt  differ* 
eaftly  IkoQgli  we  nay  eeftiaato  the  A^iM^pbt  o/ PoK<^ 
Tkmiwm,  we  eta  agree  in  iKmouring  its 
ee  a  heMHumble  fellow-worker  in  the  field  of 
letndy. 
The  foDowiag  edition  ie  a  reprint  of  tl^  thir€\  ^ttltm. 
m  laet»  that  ie»  pobliebed  in  Bieardo'e  lifetime.  It  ie 
the  OM  need  by  MaeOnlloch  in  the  TFbrioi.  The 
iriaiag  chiefly  from  encore  of  the  prees, 
hnt  they  are  unimportant.  One  para- 
Crom  the  eeeond  edition,  but  miesing  in  the 
tkM.  hae  been  added  to  the  text.  Vwr  porpoeee  partly 
,  partly  of  fatnre  nee,  I  haTo  paragraphed  the 
work,  and  added  an  analytical  table  of  Contente. 
My  notee  are  dietiagniehed  from  thoee  of  the  anthor  by 
the  espleyment  of  eiiaaie  braekete. 

E.  C.  E.  OovvBE. 
Uaivenity  Golk«pt,  Lirtrpoob 
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1. 

A  CRITICAL  Stud/  of  Ricardo  io,  I  beliere,  oil  that  io  needed 
to  conrince  the  reader  of  the  enormouo  difficidtj  of 
forming  a  correct  estimate  of  his  work  and  intention.  It  is 
natural  that  this  should  be  so.  There  are  few  writers  so  open  to 
misunderstanding,  and  few  indeed  whose  real  merits  hate  been  so 
completely  thmst  out  of  sight  bj  other  merits  fandftdlj  attri« 
buted  to  them.  The  PrineipUi  o/PoliHeal  Economy  and  Taxa- 
tion has  been  invested  with  the  portentously  solenm  character 
of  a  complete  scientific  handbook,  while  its  author  has  been  praised 
alike  by  friend  and  foe  for  rigid  logiCf  careful  methodi  and  an 
exactitude  of  definition,  almost  mathematical  in  its  natore.     T^ 
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I  Ml  extent  Ins  thk  Attitade  been  aMnmed  that  till  some  few 
jcan  ago  liardljr  anjr  critic,  howcTer  aniriendly,  hesitated  to  giTe 
him  aaseni  to  the  proposition  that  Ricardo*s  conclusions,  his  pre- 
liiei  onoe  granted,  were  irrefutable.  And  yet  it  is  hardljr  pos- 
sible to  doubt  that  the  eulogies  thus  laTishljr  if  carelessly  bestowed 
mn  not  those  to  which  Ricardo  is  best  entitled.  It  is  doubtful, 
perhaps,  whether  he  b  entitled  to  some  of  them  at  all  So  far  is 
tbe  work  under  consideration  from  being  a  perfect  work  that  it 
is  disfigured  bj  blemishes  and  defects  of  very  many  kind^. 
Koi  only  is  it  remarkable  for  infelicity  of  lan<^uage,  with  all  its 
imtaX  conseqnenees  of  exaggeration  and  obscurity,'  but  the  gram- 
laar  itself  is  halting  and  the  accuracy  often  apparent,  fallaciously 
a|iparent,  rather  than  real  Instances  of  these  defects  occur 
Arooghout  the  book  to  such  an  extent  that  it  is  unnecessary  to 
do  more  than  make  a  passing  reference  to  them  here.  With 
regard  to  grammatical  errors,  which,  though  pardonable  in  a  first 
•ditaim,  grow  unpardonable  in  a  second  or  third,  no  more  need 
be  said.  They  are  hardly  worthy  of  mention  at  all,  save  for  the 
purpose  of  calling  attention  to  the  evident  laxity  which  charac* 
tCRxes  much  of  the  treatise.  The  two  other  faults  need  perhaps 
m  lew  further  words.  Ricardo  was  well  aware,  as  we  gather 
from  his  laments  to  Malthus,  of  his  own  want  of  literary  facility. 
To  his  credit  be  it  said,  that  grave  though  it  is,  he  was  inclined 
to  overrate  it  rather  than  otherwise.  But  if  it  were  not  all  tliat 
he  fieared,  it  was  a  serions  drawback,  as  anyone  can  see  who 
reads,  for  instance,  such  a  chapter  as  that  on  tlie  Comparative 
Valne  of  Gold,  Com,  and  Labour  (ch.  XVIir.).  By  reason  of  it  he 
gUded  into  a  most  ambiguous  um  of  such  phrases  as  that  of 
"^  high  wages,**  **  rate  of  profit ;  **  while  through  it  he  fails  at 
times  to  add  those  saving  clauses  of  explanation  or  correction 
which  are  required,  to  take  a  typical  case,  in  his  account  of  the 
reUtaona  existing  between  profits  and  wages.  It  is  true  that  in 
aaany  instances  these  explanations  are  given  in  some  one  or  other 
place,  but  the  singular  want  of  the  power  of  lucid  expression  to 
which  I  have  been  adverting  seems  to  have  forced  him  to  jot 
dows  what  are  more  like  pencil  notes  for  a  chapter  or  paragraph 
thmn  the  chapter  or  paragraph  itself.  So  much  for  the  errors 
•ttrilMitable  to  this  particular  defect ;  but  the  inaccuracy  which  has 


>  Mwk,  Wwnw,  of  tb«  thtnritj  allcfred  af^Mt  Rlrmrdo  ariMa,  m  D«  Qabcc/ 
'Mtiftbt  frasf  t  dl(|wt  ar wmp^nmiom  if  mnm  of  th«  liakt  ia a loag chska 
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been  noticed  in  connection  with  it  manifettf  itself  in  other  direc* 
tions  u  well.  On  one  occasion,  for  instance,  he  gires  a  wrong 
reference  (p.  4),  on  another  he  derelopa  a  whole  host  of  tmall 
though  not  whoUjT  unimportant  mistakes  in  the  long  calcnlataon  in 
the  chapter  on  Profits  (p.  115). 

2.  But  there  are  further  errors  than  those  which  we  hare  been 
just  occupied  in  noticing.  Ricardo  is  a  singularly  unsjmpathetic 
critic.  Tliough  much  of  what  he  sars  with  regard  to  the  subjects 
on  which  he  differs  from  Adam  Smith  is  true,  and  though  there 
is  not  the  smallest  reason  for  thinking  that  he  ever  sought  repu- 
tation at  the  expense  of  his  great  predecessor,  there  are  manj 
instances  in  which  either  a  more  thorough  studjr  of  the  context 
or  a  more  liberal  interpretation  would  hare  rendered  his  obser- 
vations unnecessary. 

His  want  of  method,  however,  is  a  fault  of  very  different  mag- 
nitude from  the  foregoing.  It  goes  far  to  render  much  of  what  he 
means  and  wishes  to  say  unintelligible,  while  even  did  it  not  do 
thin  it  would  be  inconvenient  by  reason  of  the  continual  com- 
parisons and  reiterations  which  it  entaiU  on  the  unfortunate 
student.  It  is  difficult,  nay,  well-nigh  impossible,  to  trace  the 
connection  which  binds  together,  or  is  supposed  to  bind  together, 
the  various  paragraphs  of  some  chapters,  as  for  instance  in  tlie 
case  of  the  two  contsined  in  the  chapter  on  Grosi  trnd  Net 
Revenue,  But  the  lack  of  method  shown  in  the  faulty  arrange- 
ment of  the  paragraphs  sinks  into  nothing  by  the  side  of  the 
want  of  system  exhibited  in  the  whole  book.  No  doubt  there 
was  a  special  reason  for  this.  Ricardo  seems  to  have  sent  his 
work  to  press  before  it  was  finished,  and  to  have  occupied  himself 
in  preparing  additional  matter  to  be  yielded  to  the  printer  on 
demand.  Such  a  system,  or  want  of  system,  is  bad  in  anyone's 
case,  but  it  was  absolutely  fatal  in  the  case  of  a  writer  so  pain- 
fully unmethodical  as  Ricardo.  Again,  in  the  second  and  third 
editions  he  adds  to  his  work  without  any  attempt  to  recast  it  as  a 
whole.  As  to  the  mode  of  its  operation  we  have  abundant 
prooC  There  is  some  semblance  of  order  among  the  first  eighteen 
chapters,  but  from,  thence  onward  we  are  led  fh>m  one  subject  to 
another  with  the  pleasing  consciousness  of  everlasting  surprise. 
There  is  seemingly  no  reason  why  the  additional  chapters  on 
taxation  should  be  separated  from  the  main  groove  devoted  to 
this  subject,  but  for  some  reason  or  other  they  come  trailing 
slowly  along  in  the  rear;  perhaps,  because  Ricardo  did  not  awaken 
to  their  necessity  till  after  the  other  intervening  chapters  had  been 
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imiyiil  Then  k  no  logical  reuon,  agAuii  whj  the  chapter 
m  Umhmrf  ahoskl  be  •hovelled  in  at  it  it  at  the  very  extreme 
mi,  wkraai  iu  pvoper  plaee  would  be  after  the  chi^ter.on 
Mb  CVyt  m  !*«  CfteaMlr  o/  TVwfe.  Man/  of  the  later 
f^iyim^  Meed,  are  little  other  than  the  inTettigation  of  parta« 
•ihrcMii  ef  general  pfinci|>let  set  out  in  the  earlier  portion  of 
^wk.  Thij  are  mbekiiary  or  eren  at  timet  ezplanatorj 
^  iUi  latltr.     At  tncht  thej  might  be  treated  at  notet  or 

t  TW  tfptttinn  it  not  imall  to  endearonr  to  giro  the  whole 
^  I  MTi  tjiNnittir  appearanee  bj  tome  tndi  acynttment» 
^  M  »  fieat  a  labcr^  at  thit  woold  be  nnpardonable  in  an 
^^  vfe  wiihet  to  ditplaj  Ricardo*t  leading  prindplet  rather 
^lictaeeal  hie  fcoltt,  til  that  can  be  offved  hero  it  a  oor» 
"Wiiitf  the  order  in  whieh  hit  chapten  are  arranged.^ 

Ait  ihMdd  be  tend  at  IbUowt  :— 

^-Q^Vtliie. 

XX.  loliif  mmd  Biekes^  their  DMneHve  ProftrHu. 
XX VIII.  Om  the  comparative  valwe  of  Odd^  Corm^  and 
Iwhemr^  in  Rick  amd  in  Poor  CowUriee. 
^DCTIL  On  CarrencT  and  Banks. 
'V.  Ob  Kataral  and  Market  Price. 

XXX.  Om  the  Inftmenee  of  Dememd  amd  Swppiif  om  Pneeg. 
0-  Ob  Rent. 
OL  OaiheRcntofMinet. 

XXIV.  Docirime  of  Adam  Smith  eamoermiag  the  Rent  of 

Land. 
XXXII.  Mr.  Malthui'e  Opiaiome  on  Rent. 
V.  On  Waget . 
Tl.  On  Proau. 

XXI.  EJfectM  of  Accumulation  on  Profits  end  Interest. 
VU.  On  Foreign  Tmle. 

XXT.   On  Colonial  Trade. 
XOL  On  Snddcn  Changet  in  the  Channelt  of  Trade. 

XXXL  On  Machinery. 
Vni.  On  taxes. 
IX.  Taxes  on  Raw  Produce. 
X  Taxes  of  Rent. 
XI.  Tithes. 
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XII.  Land-Tuu 
Xin.  Taxes  on  Gold. 

XIV.  Taxes  on  Houses. 

XV.  Taxes  on  P^rofiU. 

XVI.  Taxes  on  Wages. 

XVII.  Taxes  on  other  Commodities  than  Raw  Pkodnea. 

XVIII.  Poor  Rates. 

XXIX.  Tux9$paid  bif  tk€  Producer. 
XXVI.  Oh  Oro$M  and  Net  Bevenme. 

XXII.  Bounties  on  Exportation  and  IVohibitions  of  Imports- 
tion. 

XXIII.  On  Bounties  on  Prodnction. 

4.rThe  book  thus  falls  naturallj  into  two  portions,  one  eon^ 
cemed  with  the  mode  in  which  the  wages  and  profits  are 
determined,  the  other  with  the  effects  of  the  rarions  methods  of 
taxations  The  mode  of  remuneration  and  the  effects  of  taxation 
are,  as^Kicardo  explicitlj  sajs,  the  subjects  of  his  work.  To 
some  extent  these  two  subjects  form  one  whole,  for  in  the  InTCs* 
tigation  of  the  latter  Ricardo  seeks  for  guidance  from  the  former 
as  to  the  way  in  which  taxes  may  be  imposed  and  collected  with 
the  least  possible  interference  with  the  well-being  of  the  com* 
munity.  That  well-being  he  conceives  of  as  absolutely  depea« 
dent  for  its  permanence  on  the  action  of  the  laws  regulating  the 
distribution  of  wealth.  Their  investigation  is  thus  his  great  Mm, 
and,  as  is  but  natural,  it  occupies  by  far  the  larger  part,  nearly 
two-thirds,  of  the  treatise.  To  their  delineation  he  lends  his 
whole  powers,  he  combines  the  theories  of  others,  he  examines 
hypothetical  cases  of  exception,  criticises  adverse  opinions,  and 
purposely  subordinates  to  Uieir  exposition  many  subjects  which 
might  have  been  made  the  opportunity  for  much  interesting  and 
independent  discussion.  It  is  this  remarkable  tenacity  of  aim 
which  distinguishes  his  treatise  from  many  which  surpass  it  in 
method  and  literary  excellence.  Obscured  though  it  is  by  the 
defects  about  which  so  much  has  been  said,  it  is  the  underlying 
charapteristic  of  his*  work  from  beginning  to  end. 

5.Qyhat  are  the  laws  according  to  which  remuneration  is  in 
the  long  run  distributed,  is  the  question  he  sets  himself  to  anawer^ 
and  desultory  though  many  of  his  disquisitions  may  seem,  they 
are  one  and  all  directed  to  the  maintenance  and  development  oif 
this  his  main  thesis.  What  the  nature  of  that  was,  and  how  he 
sought  to  establish  it,  we  shall  consider  presently,  but  here  it  is 
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itbftt  Rieardoihowererdetttltoryinhii 
,  vM  Mijtkmg  bat  detaltncy  in  kit  mind.     His  want  of 
pfetcnU  «•  from  eosprehcnding  the  connexion 
between  one  chapter  or  one  leetion  and  another,  but  the 
I  fit  wmitf  conaipu  jn .  the  fact  that  each  argnment  which  he 
ii  a  wparate  attempt  to  atrengthen  the  principles  he 
wan  Injnv  down  with  rcfard  to  the  distribution  or  dirision  of 


C  la  the  next  place,  we  cannot  but  be  led  astrajr  if  we  neglect 
ite  distinct i  OB  dimwu  bj  Ricardo  between  temporary  eflects  and 
cnaiiiciaM  and  thuse  which  are  permanent.  Two  chapters,  ris., 
nr.  amd  XXX^  are  whoUjr  devoted  to  the  consideration  of  thb 
md  its  causes.  In  these  he  states  as  explicitlj  as  can 
that  throughout  his  work  he  is  proceeding  on  the 
I  that  the  laws  of  which  he  is  treating  are  those  whose 
•ration  would  be  perceired  and  unirersalljr  effirient 
if  it  wuru  nai  6r  temporary  and  accidental  causes  (f  54).  These, 
OB  he  ssya,  he  puts  on  one  side.  Now,  it  is  quite  possible  that 
he  uaduisnd  the  effect  and  frequency  with  which  these  causes, 
temporary  and  scddcntal,  made  themselTCs  felt;  but 
after  so  plain  an  arowal,  it  is  unjust  and  childish  to 
I  Ricardo  for  bdieri&g  that  the  laws  thus  interfered  witli 
eanstaot  in  their  action.  As  a  matter  of  fact  this  is  pre- 
cisely what  he  was  occupied  in  denying. 

7.  With  these  words  of  caution  we  can  now  proceed  to  sketch 
the  main  ovtliaes  of  his  argument.  In  order  that  thiR  delineation 
may  be  closely  connected,  that  the  cflcct  and  reaction  of  the 
wious  influences  may  be  as  clear  as  possible,  it  will  be  well  to 
I  main  (*^  after  con»i<lcration  some  of  the  main  points  of  impor- 
iaafe  on  which  so  much  of  his  whole  theory  depends. 

(lie  begins,  as  is  veil  known,  by  a  discussion  as  to  the  nature 
mt  Talae,  and  the  possibility  of  a  perfvct  standard  of  ralqQ 
fSymmodi^ifi  t^*M<  t^  i*«M«^p|y^  for  ^choU)£i>ccocding-4alhe 
tnipgctire  asBounts  iifJabour  enJJodi6iLiA_^ch.  Of  course  no 
•a— odity  will  _be  exchanged,  or  exchangeable,  f^r^jjiything 
«lse^unkm  it  J)e  capable  ^  gra tiding  somf  .desire  or.war^t;  but 
panted  the  pomtmion  of  ntility  (f f  8,  3,  pp.  5,  6),  the  quanti- 
iaSive  ratio  or  exchange  ralue  of  commodities,  sare  in  the  case 
•f  thoee  which  are  the  subject  of  Bsooopoly  (f  i»  p.  6),  is  deter- 
miMd  by  their  eoi4  of  productaoo,  or,  in  other  woi^  the  ratio 
iB  whieh  gsmwiirlitiea  cxrhange  for  one  another,  is  regulated  by 
ike  I  ef  lahMT  realised  in  them  (|  C  p.  7).  Thb  depends 
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on  the  ftcUon  of  the  princi|>le  of  competitioii  whieh  directs  efibrt 
Into  the  moft  profitable  channels  (S  ^  ?•  ^X  Under  the  tenn 
^labour**  is  comprised,  howerer,  labour  of  different  degrees  ofskQl 
or  intensity,  and  so*  in  speaking  of  labour  determining  Talae,  we 
must  not  finrget  that  one  hour  ik  one  kind  of  kdMmr  majr  be  wortli 
many  hours  occupied  in  the  performance  of  another  kind  (f  19, 
p.  15).  Again,  labour  iuTolred  in  production  maj  be  ciUier 
direct  or  indirect,  the  latter  being  that  labour  required  for  the 
prior  manufacture  of  instruments  or  other  capital  empkjed  in 
the  final  act  of  production  (f  14,  pp.  17,  18).  But  here,  in  new 
of  subsequent  discussion,  we  must  notice  that  it  is  not  poeaible 

/  to  compart  effecHvelff  the  result  of  the  labour  of  the  past  witk 

the  bbour  of  tlie  prescut.  *«  The  estimation  in  which  dMkttmt 
qualities  of  labour  are  held  comes  soon  to  be  adjusted  in  th« 
market  **  (S  18«  p*  15),  but  this  is  not  the  case  with  regard  to  that 
labour  which  has  been  employed  in  producing  and  that  engaged 
in  co-operating  with  capital.  Capital  then  cannot  be  inTanabl/ 
treated  as  so  much  compressed  labour  {S  18).  For  the  present 
this  difficulty  may  be  put  .on  one  side. 

Thus  the  original  statement  that  commodities  exchange  in  ths 

j  ratio  of  the  respective  amounts  of  labour  exerted  iu  their  pro- 

ductibn  needs  certain  explanations.  In  the  first  place,  byjthe^ 
term  "  labour  **  we*  mn»t  iindffPl*^*^rt  nQJ^^nly  .lab^yr  of  Yirring 
degrees  of  skill,  but  also  cspitsl  or  labour  employed  in  the  piy>* 

4  d uction  oTcapftaras  weljj^laboun^  TTliSrthen.  is  the  sense  in 

winch  Ricardd  himseirinterprets  the  phrase  **^^*^'^^prft4p<*tjp^^ 
(i  21,  p.  39,  note).  In  the  second  place,  it  i»  necessary  to  not^ 
that  the  market  rate  of  exchi^nge^may  be  determined  by  accidentsi 
or_  temporary,  causes  which  cause  it  to  differ  from  the  normal 
.  rate  (S  34)  ;  th'usTEe  r<^Uti^n«  nf  demand  and  supply  determine 
the  market  price  of  all  commodities  for  a  limited  time,  though  tho 
ezcbange  ofail  commodities  which  are  subject  to  competition,  and 
where  quantity  may  be  increased  in  any  moderate  degree»  wj91 
ultimately  depend^  not  on  the  state  of  deman^i  *"^  '"rr^i  h'"* 
on  tne  increased  w'^iministed  cost  of    their  nwwln^^jftn  •• 

(4  134)'.'^  r-^ 

Such,  in  outline,  is  the  relation  ponceired  of  by  Ricardo  an 
existing  between  ralue  and  cost  of  production*  It  leads  to 
important  corollaries. 

8.  In  Ricardo's  riew,  the  whole  economic  effort  of  the  conntiy 

J     'Mltmi  itself  as  embodied  in  the  commodities  produced.     Te* 

^        %Miease  in  these  conunodities  need  not  iuTolre  an  ineraais 

I 
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ii  tfct  Hkn^  cr,  to  ma%  tke  more  ordiiuury  tcniit  the  Uboar  pro- 
as mgaewtotioa  of  raloe  it  impliod.     VAlne,  m 
» mm  m  cIcmIj,  despite  the  frequent  aeeiiMtioiis  lerelled 
^veeef  the  Betare  of  ermtio;  thiu  en  increeae  in  the 
of  ceeuMditiee  does  not  neoesterilj  inrolTO  en 


r,  traveQed  beck  behind  thie  conception  of 
Kech  B>—nriity  wpceeente,  m  hee  been  eeid,  e  certain 
I  ef  teee,  ead  thus  the  tolel  quantity  produced  repreeenta 
ef  the  coontrj.  Should  inrention  facilitate  pro- 
the  leee  would  thii  relation  hold,  and  therefore 
r  snirjeet  to  thie  inrention  must  ceaee  to  repreaent 
■omi  ef  fattm  at  had  preriouslj  been  the  caae.  In 
la  nmi  Talae  would  he  lest.  There  maj  thot  be 
dticrease  in  the  degree  to  which  separate  conuno* 
ef  rmi  Talue,  at  alto  an  incrcate  or  decreate  in 
remi  Talue  possessed  bj  the  whole  community.  The 
■  ef  ceaaMditice  omt  rarj  though  the  ralue  remain  the  tame, 
as  the  aaMQBt  of  water  in  a  stream  majr  rary  without  anj 
;  bcuif  prodtired  on  the  relocitj  of  its  current.  So,  too,  total 
veal  vmloe  m^j  be  altered  just  as  the  velocities  of  streams  maj 
dife*,  ihoufh  the  sixe  of  the  channel  down  which  the  water  flows 
he  the  tease.  The  illustration  is,  I  am  well  aware,  rery  imper* 
CkC^  hnt  it  maj  serre  to  bring  into  clearer  light  the  nature  of 
Kigardo't  muception  of  ralu#  and  rgw/  ridui*.  There  is  thus 
•rery  p0«ilile  «lificreoce  between  rtcbes  and  value  (i  9*2). 
Ki^^es,  iwilee<U  are  not  ueccsnarily  rclat4?d  to  value  at  all  (i  93), 
ftir%atoe  ~3<pefMl*  ,not  '^  ^TutiwUnn^  Kuti  ^»  f\^  f|;ffirti1fy  or 
^Si^'m/  protinf  t  ifM>  ((  92).  This  much  is  clear,  and  I  beliere 
Oat  BO  attentire  student  of  Ricardo  will  fail  to  admit  the 
Unaritj  with  which  he  adheres  throughout  to  this  conception. 
The  lewixction  between  exchange  value  and  so-called  real  vabie 
it  SMBple.  On,U>e  ciegree  to  which  a  commodity,  as  compared 
with  ether  commodities,  is^  possessed  of  the  lstti»r  dgp^pda  ita 
"*  M  in  »^  rilT  f  f  prthf  Pff*  By  the  use  of  a  measure  such 
\  it  is  eatj  in  tbeorj  to  see  whether  a  change  in  t)ie  power 
poss Sited  by  one  comokodity  be  due  to  a  change  in 
it  er  a  chtnge  in  those  commoditiet  for  which  it  exchangee. 
(f  lt«  p.  It).  At  tiaset,  indeed,  Ricanlo  teems  about  to  make  a 
fraat  ai&rtake.  He  nearly  calls  cost  of  production  the  cause  of 
he  does  calllTihe  IOuiuUIUmi  (V  KS,  pp.  7,  U).  When 
\  ef  it  at  rtfuktiiY  exchange  value,  he  ia  certainly  em- 
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PuLUMiTtAKt  RKSCAmxt.— 1.  MltUlnt  iMdt  IB  MtiBftt«  of  BiMva/fe  ««k  aaA 
OMtkod.  a.  His  mmmf  dcfetts.  t.  AUMtpUd  rMfnaftsMU  of  tk«  BAttar  c«»> 
Uin«d  ta  tb«  PriadplM,  cte.  4.  Two  cktof  miI^mU  9t imrmti^i»Miom.  Thmrj  •f 
AemnntfmtkNi  and  Pric«.  Tk«  lacid— et  of  Tknttoa.  6.  Uaitj  of  ate  —!■' 
Ijring  his  oppuvat  dotoltoriooM.  «.  Hit  dtotiaetioB  botwtoB  tonpon^r  m<  pa»- 
naneat  eoaditiooi. 

Maix  Ol'tuxs  of  thb  Thboet  or  RBMUirxKATioii  AMD  VasaSm  or  Fbiob.— 7. 
Valot  aad  cost  oT  prodoetkNi.  Meoaiag  of  Utter  Uruk,  8.  Voloo  oMoattell/  of 
tb«  natora  of  •  ratio.  9.  Uml  toIm.  10.  lapoMibiUty  of  oa  okloetiTO  UmdmH 
ofralno.  u.  laportMMeof  o  thoor/  ofVoloo  fa  fbrmiaf  a  tWory  of  DtotriteHoa 
or  Aemnoeratioo.  19.  Tho  pajncat  of  reat  does  aot  aflcct  tho  rml  Tolao  to  bo 
•hartd  ia  Wagtt  aad  ProAu.  18.  Xatordopoadoaeo  of  Profits  aad  Wagot.  /iM 
FotitUm,  U.  Prko.  16.  Farther  ooasidoratioa  at  to  tho  rolatioM  bot«oe« 
Laboor  aail  Capital.  16.  Tho  aataral  rate  of  wagot.  Tho  BtaadavAof  Ootoitrt. 
Interrlepoodcocv  of  ProAtt  aad  Wagot.  Sicamd  Ihniimi.  17.  Foroiga  trndo,' 
and  iu  rtlatioo  to  theory  of  ralao,  ote.  19.  Ooaeral  traaUMBt  of  thoq«atli«i  of 
RemoneratioB  by  Rlcardo. 

Thb  iKCiDKjrcB  of  Tabatiok.— 19.  Ooaeral  propotitioot  at  to  tasatioa.  IOl  TioBoa 
falliag  oa  Rent.  91.  Taxet  affeetiag  Price.  91.  Taxce  Ihlliag  oa  Prtito.  ML 
Oeacral  treatmoat  of  the  qoettioa  of  Tasatiaa  by  BicafdOb 

FUBTHKR    SUBJBCn    FOB     COBSlOBBATIOy.  —  94.    Valoo,    UtiUtj,     Oad  Cooi   of 

Prodoetioo.  95.  Reat.  96.  Foreiga  Trade.  97.  Coadatioa.  The  latportoaeo 
of  the  worh  aehiorod  by  Ricardo.  98.  Sodalittie  theory  Md  Ito  wlatj—  la 
Rkardiaa  Thooiy.    99.  Tho  work  left  for  oChcn  by  Bieardo. 

1. 

A  CRITICAL  Btadj  of  Ricardo  is,  I  believe,  all  that  if  needed 
to  convince  the  reader  of  the  enormoua  difficnltj  of 
forming  a  correct  estimate  of  his  work  and  intention*  It  ia 
natural  that  this  should  be  so.  There  are  few  writers  so  open  to 
misunderstanding,  and  few  indeed  whose  real  merits  hate  been  80 
completely  thmst  out  of  sight  by  other  merits  fandf^j  attri- 
buted to  them.  The  PrincipUi  o/PoUtieal  Economy  ami  Taxa^ 
tion  has  been  invested  with  the  portentously  solemn  character 
of  a  complete  scientific  handbook,  while  its  auUior  has  been  prmiaed 
alike  by  friend  and  foe  for  rigid  logic,  careful  method,  and  an 
exactitude  of  definition,  almost  mathematical  in  its  nature.    T*^ 
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I  Hi  cslcirt  Ws  tUt  Allitiide  been  aHnined  that  till  tome  few 
iMfdty  eaj  critie«  howerer  nnlHeiidlj,  hesitated  to  give 
;  !•  tW  propositioii  that  Ricardo't  concloiioDs,  his  pre- 
■  eaee  giaated,  were  irref«table.  ^nd  jet  it  is  hardlj  pos- 
t  !•  do«bC  tkat  the  eulogies  thus  lavishlj  if  earelesslj  bestowed 
I  to  which  Rioardo  is  best  entitled.  It  is  doubtful, 
,  whether  he  is  entitled  to  some  of  them  at  alL  So  far  is 
work  under  eonsideraikm  from  being  a  perfect  work  that  it 
hj  blemishes  and  defeets  of  rtrj  manj  kind*. 
K«a  enlj  is  it  itmaihsbls  Ibr  infelidtj  of  lan^age,  with  all  iU 
~  oaggerataon  and  obeeoritj/  but  the  gram* 
:  and  the  aecuracj  often  apparent,  fallaciouslj 
rather  than  real  Instances  of  these  defects  occur 
;  the  book  to  sneh  an  extent  that  it  is  unnecessary  to 
than  make  a  passiqg  reference  to  them  here.  With 
1  errors,  which,  thou;;h  pardonable  in  a  first 
t  grow  nnpardonable  in  a  second  or  third,  no  more  need 
Thej  ate  hardlj  worth j  of  ssention  at  all,  sare  for  the 
r  ef  caDing  attention  to  the  erident  laxitj  which  cUarac* 
nmeh  of  the  treatise.  The  two  other  faults  need  perhaps 
m  ttm  Anther  words.  Ricardo  was  well  aware,  as  we  gather 
hmm  his  laments  to  Malthas,  of  bis  own  want  of  literary  facilitj. 
To  his  credit  be  it  said,  that  grave  though  it  is,  he  was  inclined 
ao  evcmte  it  rather  than  otherwise.  But  if  it  were  not  all  that 
W  feared,  it  was  a  serious  drawback,  as  anyone  can  see  who 
reada,  6r  instance,  such  a  chapter  as  that  on  the  Comparative 
Vftliic  of  Gold,  Com,  and  Ubour  (ch.  XVIU.).  By  reason  of  it  he 
piaded  into  a  most  ambiguous  uw  of  such  phrases  as  that  of 
^high  wages,"  **rate  of  profit;**  while  through  it  he  fails  at 
times  to  add  those  saving  clauses  of  explanation  or  correction 
which  are  reqaircd,  to  take  a  typical  case,  b  bis  account  of  the 
between  profits  and  wages.  It  is  true  that  in 
these  explanations  are  given  in  some  one  or  other 
pift,  hnt  the  singnlar  want  of  the  power  of  lucid  expression  to 
which  I  have  been  adverting  seems  to  have  forced  him  to  jot 
daws  what  are  more  like  pencil  notes  for  a  chapter  or  paragraph 
than^the  chapter  er  paragraph  itself  So  much  for  the  errors 
I  to  this  partienlar  defect;  but  the  inaccuracy  which  has 
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enten  on  that  portion  of  hit  work, devoted  tb  rent  ($$  84-93)« 
Rent,  he  argues,  it  a  wholly  ezceptibnal  pajmast,  and  doea  not 
affeot  the  question  of  exchange  valiif  at  all,  mi  Taloa  'being 
determined  hj  the  relatire  quantities  of  labour  expended  uader 
the  most  nn&Tourable  circumstances.   'The  toIu^  indeed,  of 
each  separate  commodity  depends  on  the  amomit  of  ^fibrii  or,  in 
Ricardian  phrase,  of  labour,  inrolved  in  its  productionNIdcmticnl 
commodities  are  not,  however,  always  prod(icGd'by  the  aame 
amount  of  labour.    At  times  and  under  certain  circuoWtanoea 
more  will  be  required  than  at  others.     But  cooimoditiesVhieh 
are  absolutely  identical  in  amount  and  quality  must  tdwayt^ex* 
change  exactly  for  one  another.     They  will  therefore 'exclisSige 
for  similar  amounts  of  any  other  commodity  or  bomtoAditiek 
This  is  the  law  of  indifference  which  Ricardo  assumes  rath«V 
than  states.     But  if  exchange  takes  place  according  to  th«(  ooM^ 
of  production,  it  may  be  asked  which  cost  of  production  is  *tbe'\ 
determinant  of  the  value  of  commodities  such  as  the  abova*'   In.  '. 
direct  contradiction  to   the   opinion  of  Adam  Smith  ($  lll)iv:^ 
Rlcardo  states  with  the  utmost  lucidity  the  principle  that  '^e  \' 
cost  of  production  is  that  of  the  particular  production  whidll  -^ 
takes  place  under  the  most  unfavourable  circumstances.     *'  Thil^ 
exchangeable  value  of  all  commodities,  whether  they  be  manufac* 
tared,  or  the  produce  of  the  mines  or  the  produce  of  the  land,  ia 
always  regulated,  not  by  the  less  quantity  of  labour  tliat  will 
suffice  for  their  production  under  circumstances  highly  favourable, 
and  exclusively  enjoyed  by  those  who  have  peculiar  facilities 
of  production,  but  by  the  greater  quantity  of  labour  necessarily 
bestowed  by  those  who  have  no  such  facilities ;  by  those  who 
continue  to  produce  them  under   the  most  unfavourable  cir* 
cumstances ;  meaning — by  the  most  unfavourable  circumstances, 
the   most  unfavourable  under  which   the  quantity  of  produce 
required   renders  it   necessary  to  carry  on   the   production.** 
(S  27,  p.  50).  The  total  rental  of  the  country  is  then  Uie  total  sur* 
plus  amount  of  produce  obtained  by  labour  exerted  under  more 
favourable  conditions  over  and  above   that  produced  by  the 
labour  exerted  under  the  most  unfavourable  circumstances.     As 
this  is  so,  and  as  the  real  value  embodied,  in  each  commodity 
depends  upon  the  amount  of  the  labour  (effort)  necessary  to  ita 
production,  an  increase  of  rent  will  be  coincident  with  an  increase 
of  total  real  value,  both  being  determined  by  the  circumstaacea 
under  which  production  takes  place  in  the  country  ($  119).     In 
amount  indeed  the  two  are  the  same,  the  increase  of  raluc 
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Um  rent.     Tbiu  it  it  that  rent  it  a  pftjrment 
■UMb  wImOj  ootade  Tmlne,  the  Mme  eunemnttanoes  which 
br  fk»  pijMWt  ef  rent  ineriteblet  bringing  about  a  corre* 
ri^l  incTMee  in  YifaM.     The  real  ralne  of  the  remainder, 
t  ii,  if  the  ■■nnet  lo  be  dirided  in  remnnerataon  of  the  efibrtt 
,  ia  the  lame  at  thatof  the  preTiont  amount 
i  m  the  tame  payment  ({42).  Thia  then  is  the  impor- 
I  if  iht  new  treatment  of  rent  in  the  Rieardian  theory  of  dia- 
Into  the  qaeetion  of  the  originalitj  of  hit  exposition 
ifiki  principles  of  rent  we  need  not  enter  at  present. 

U  Hers*  then,  we  are  brought  fS^e  to  fiice  with  the  great 
fNyn'ts  be  solved  in  the  first  part  of  the  treatise  which 
et  iircritifiiif  Ther£snlts  of  the  prerious  investigations 
Mf  ^staled  brieflj.  yThe  whole  efforts  of  the  conununitj 
m^ftf  thiMiiires  in  commodities,  each  commoditj  attaining  a 
mhm  pwition  in  the  ratio  of  exchange  corresponding  to  the 
^^Mmt  if  cfiwt  emplojed  in  iu  production.  The  total  ralue 
y  Aaosslcd  bj  cllbrt  must  be  distribnted,  or  rather  bj  assump« 
^  a  ^triboted,  among  the  rarious  producers,  since  it  is  this 
teibetion  that  regulates  the  exchange  according  to  the  costs 
^pridection.  The  pajment  of  rent  makes  no  alteration  in  the 
*«^  tkit  dtstributed,  since  the  circumstances  occasioning  rent 
^ffftm  UkewiM  a  coincident  increase  in  ▼alue!\  With  the  toul 
'■omtif  coousoditj,  or  riches,  thus  to  be  "distributed  we  are 
M  Wciued.  That  raries  accordiim.  to  the  condition  of  pro- 
^ctHtj  ia  which  the  cotmtrj  is.  IXhe  point  at  issue  is  the 
**'<'*iBation  of  the  division  of  value ;  that  ascertained,  and 
^  eotditioo  of  proditctiritj  being  known,  it  will  be  easy  to 
^^''^iac  the  comfort  enjoyed  bj  the  various  classes. 

'^  ifst  position  assumed  bj  Ricardo  is  as  follows.     The 

r^  ^oe  thus  remaining  is  divided  among  the  forces  engaged 

.P'^setioo.    These  various  forces,  reckoned  as  so  many  labour 

TH^  iksre  according  to  their  quantity.  ;  Now  from  this  we  see 

2^7  tkat,  so  (kr  from  a  rine  iu  remuneration  causing  a  rise  in 

j^^^  orsirv  9er§6^  there  is  no  such  connection  whatever  between 

To  speak  of  such  a  connection  is  simply  unmeaning — 

:  beeaase  to  Ricardo  the  phrase  ''genml  rise  in  remu* 

l^--^t««    has  no  meaning  in  itself.  In  the  language  of  everyday 


^^^ "  ,^.-«.  J  rise  in  remuneration  means  that  each  effort  of  each 

^^^*ftivs  agent  is  rewarded  by  a  larger  amount  of  comfort, 
,  or  Inxuries  ;  hot  this  is  an  increase  in  ricAst,  not  in 
Oraatnd  that  the  total  valne  remahM  the  same,  granted 
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that  from  this  total  Ttlue  no  portion  be  arbttrarOj  abttnieled« 
the  rate  of  remuneratioD,  aa  estimated  in  terms  of  Taliie»  is 
unalterablj  fixed.  Effort  receires  the  same  TalaOy  whatever 
amount  of  commodities  maj  be  its  reward.  The  proof  is  dear, 
bejond  all  need  of  comment ;  there  is  no  reason  to  doubt  the 
cogency  of  the  argument  thus  formulated  in  the  mind  though 
unfortunately  only  implicitlj  and  obscurely,  though  none  the  less 
necessarily  developed  in  the  pages  of  the  great  theorist.  An 
alteration  in  the  general  productiveness  of  effort  cannot  and  does 
not  cause  an  alteratioo  in  the  rate  of  remuneration  as  measured 
in  value.  In  consequence,  it  cannot  and  does  not  occasion  an 
alteration  in  the  ratios  in  which  commodities  exchange.  Thus 
it  is  that  Ricardo  seeks  to  establish  the  principle  that(5ie  ex* 

*  changeable  value  of  commodities  does  not  depend  upon  the  amount 
of  reward  which  is  received  by  those  who  produce  theial  Looked 
at  in  another  way,  the  position  is  equally  clear.  As  these  com- 
modities  exchange  in  a  particular  ratio— they  themselves  forming 
the  reward  of  those  who  produce  them — no  alteration  in  their 
amount  occasioned  by  some  change  in  the  productive  power  of 
effort  can  cayse  a  change  in  the  ratio  according  to  which  they 
exchange,  ^general  rise  in  the  rate  of  remuneration  cannot 
tlicn  occyr^  but  it  may  be  suggested  that  there  may  be  an 
alteration  in  the  amount  of  value  apportioned  to  particular  units. 
It  must,  however,  be  remembered  that  for  the  present  we  are 
assuming  that  all  lab<»ur,  including  the  effort  of  capital,  can  be 
estimsted  in  termK  of  simple  labour  units ;  it  must  furtlier  be 

.  remembered  that  liicardo  is  speaking  of  permanent  and  not  of 
temporary  conditions  (S  34).  The  suggestion,  therefore,  so  far 
as  it  concerns  Uie  subject  under  present  discussion,  need  not 
occupy  our  attention. 

14.  All  this  time  we  have  been  speaking  of  exchange  value  and 
not  of  price.  Now  we  must  substitute  the  latter  term  for  the 
former,  following  the  definition  of  price,  given  by  Ricardo,  as 
value  estimated  in  terms  of  the  precious  metals  (iS  22,  23,  etc.). 
Gold  and  silver  are,  of  course,  variable  like  all  other  commodi* 
ties,  but  to  prevent  difficulty  they  are  assumed  to  be  invariable 
(i  21,  p.  38),  and  therefore  money  price  represents  the  respec* 
tive  real  vsJne  of  the  various  commodities.  AU,  then,  that  has 
been  said  about  value  may  be  extended  to  price.  It  may,  how* 
ever,  be  noticed  that  any  alterations  which  take  place  in  the 
exchange  value  of  gold  and  silver,  inasmuch  as  they  will  alter 
the  money  denominations  of  all  other  commodities  in  the 
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degree  caanoty  At  leeet  in  the  Mtomed  frictionleM  conditions^ 
•fat  tiM  laws  prerionaljr  Uid  down.  As  Ricardo  sajs,  the  only 
cftet  produced  will  be  upon  price — that  is,  upon  the  estimate  of 
iU  coasmoditacs  m  terms  of  one.  The  change  is  in  the  one,  not 
iatheBsanjr. 

IS.  Retaming  again  to  the  consideration  of  reward  and  value, 
we  see  thadJS*  at  aojr  time  a  greater  share  in  the  Tokie  be  given 
ts  aaj  «f  tbelaboar  units,  it  will  be  subtracted  from  the  value 
spportioned  to  othersvl  This  in  itself  would  seem  of  little 
isiportaace,  since  the  action  of  competition  would  rapidly  tend 
to  bring  abovt  a  fresh  equilibrium,  were  it  not  for  the  important 
&ct,  to  which  we  mnst  now  revert,  that,  deipite  all  annanption^  all 
{^brf  cummot  be  expressed  in  terms  of  simple  labour  units.  Pro- 
baUj  aouie  such  proportionate  adjustment  does  tend  to  take 
place  between  labour  possessing  as  it  does  various  degrees  of  skill ; 
but  when  laboor  has  once  been  embodied  in  capital,  free  mobilitj 
B«eh  as  that  assumed  at  the  verj  beginning  of  this  analysis,  will 
be  impossible  as  between  the  respective  possessors  of  labour  and 
eapit^     Capital  b  one  thing,  labour  another. 

But  how,  it  may  be  asked,  will  value  be  divided  between  these 
two  great  agents  f  Ricardo  answers  that  J]ic  share  of  the  one 
will  depend  upon  the  share  of  the  other.  ^  Profits,**  he  writes, 
*  it  cannot  be  too  often  repeated,  depend  on  wages  not  on  nomi- 
nal but  on  real  wages;  not  on  the  number  of  pounds  that  may  be 
annually  paid  to  the  labourer Juit  on  the  number  of  days*  work,  ne- 
cessary to  obtain  those  pounds^  (^  52,  p.  124,  and  cf.  ^  45).  Just 
notice  that  he  never  asseroor  imagines  that  wages  and  profits 
cannot  increase  together  so  far  as  the  amounts  of  commodities 
tfkich  measure  them  are  concerned.^  This  is  an  entire  and  most 
gratuitous  misinterpretation  of  his  words.  What  he  denies  is 
that  one  can  obtain  a  larger  share  of  the  toUl  value  without  the 
other  experiencing  a  diminution  in  its  sharcllf  a  certain  number 
of  days*  labour  have  been  expended  in  proonCing  the  commodi* 
ties  in  a  community  and  if  profits  come  to  comprise  commodities 
which  are  the  results  of  an  increased  number  of  these  days*  work, 
then  wages  mnst  be  content  with  the  results  achieved  in  a  smaller 
Bomber  of  these  daysj  **  If  the  com  is  to  be  divided  between  the 
fiumer  and  the  labourer,  the  larger  the  proportion  that  is  given 
to  the  latter,  the  lest  will  remain  for  the  former  **  (S  18,  p.  28). 

1  "  2C«>  law  cu  be  kM  dttwm  ntptefiag  ^MsUtx.  bat  a  u4«raM7  cotrwi  om  taa 
••  lata  ■WB  ntgmt  tu^  jtnfio^tiomt,  ^^Z^Httrig  p,  J  7& 
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Sucb,  tbeo,  ii  the  concliiiion  tt  wbicli  Bieanlo  vriTe*  ti 
may  be  cgJted  bia  first  treatment*     The  qu&ntitACire  rewi 
effort  doeti  not  a0ect  the  rntlo  according  to  which  cookm 
tre  exchanged  or  the  price.     A^ftin,  the  rate  of  profit  4 
essential iy  upon  the  rate  of  ^agea.     With  rcferencCi  howt 
the  former  proposkioUf  one  explanation  moat'  be  made* 
inoflitieA  exchange  according  to  their  costi  of  production, 
Bceordin^^  to  the  amounts  of  capital-^vrith-labotir  enk|ilo 
their  pn^ductiiin^    But  there  in  no  competition — that  is,  ei 
competition — between  the  owners  of  capital  and  the  owt 
labour.     If,  for  instance,  the  material  inducement  to  lab 
increonedt  if  every  effort  be  oflercd  a  krgcr  amount  of  t 
tioUf  capital  will  not  be  able  to  turn  itaelf  to  perform  the  A; 
of  bbour  until  cquiUbriutn  be  restored^  though  if  one 
labour  be  disproportioimtely  hi*fhl,v  paid  to  another,  thoM!  t 
in  the  latter  will  transfer  their  enei^ieg  to  the  former* 
this  Rpcciea  of  competition  doea  not  obtain,  then,  betweer 
and  capital,  tuakea  it  necessary  to  introduce  an  im porta 
viso  in  the  treatuient  of  exchange  raluea.     The  foundi 
Hi  card  o  tome  what  laxly  callt  it,  of  ralue  is  that  comi 
cxchtknge  according  to  their  respective  coats  of  product 
certainly  the  foundation  of  tUiit  h  that  until  ^nch  be  t 
effort  will  flow  into  those   employments  where  the  re 
higher.      But  now  we  come  to  itii^  fact,  that  tlii^  possi 
free  competition  does  not  exist  he t ween  capital  and 
Such,  at  least,  i^  the  conclusion  towardA  which  Ricar<: 
gnage  points  (§i  17,  1 8).     Tbb  much,  at  any  rate,  he  t 
granted^  that  an  alteration  in  the  actual  wa|^  of  labour 
caune  an  immedinte  tranaferof  ener|.'y  from  capital -form  U 
forni.      Consequently  it  is  necessary  to  introduce  **  an  m 
doftificatlon  of  the  rule  that  commodities  never  vary  i 
milets  a  greater  or  Icsi  quantity  of  labour  be  be«towed  on  1 
duction,  it  being  shown  in  this  section  that  without  any 
in  the  f^uontity  of  labour,  the  nse  of  itn  value  merely  will 
a  fall  in  the  exchangeable  value  of  those  goods,  in  the  pr 
of  which  fixed  capital  la  employed ;  the  larger  the  ar 
fixed  capital,  the  greater  wid  be  tlie  fall"  (f  ia«  p.  01 
needless,  however,  to  add  that  the  total  sum  of  (he  real 
the  country  will  not  be  afTccted,  since  what  one  eommcKl 
in  real  value  another  will  lose.   This  explanatioiki  howev 
duces  a  vety  important  question  with  regafd   to   tha 
ioeMaingg  of  nai  and  €xckang<  nt/uf^  ainee  it  ahowa 


A 


XlZTiii  nrrRODUCTORV  ESSAY. 

tztent  to  which  a  commoditj  embodies  VAloe  in  exchange  majr 
•Iter,  eren  thoogh  the  eommodi^  itself  be  produced  by  an  un- 
fafTiag  quantitj  of  labour  and  capital,  through  changes  occurring 
b  the  respeetiTe  extents  to  which  labour  and  capital  share  the 
total  Talue*  Into  a  discussion  of  this  point  Ricardo  unfortunately 
does  not  enter. 

Two  principles  have  been  established  by  the  foregoing  argu* 
SMDts.  iThe  rate  of  remuneration,  whether  measured  in  ralue  or 
in  riches,  is  not  the  cause  of  alterations  in  price ;  if  in  riches, 
still  less  indeed  than  if  in  value.  Again,  the  two  great  agents  in 
prodoetaoii,  labour  and  capital,  so  divide  total  value  between 
them  that  an  increase  in  the  value  obtained  by  the  one  implies 
a  diminution  in  the  share  of  value  falling  to  the  otherH 

16.  In  the  second  place,  Ricardo  applies  himsen  to  a  more 

detailed  investigation  of  the  laws  regulating  this  latter  division 

of  value.     He  desires,  in  fact,  to  go  behind  his  earlier  position. 

Pbssing  from  temporary  modes  of  regitlation,  he  seeks  the  great 

tendencies  which  ultimately  control  the  division  of  the  value  of 

the  country  among  these  two  chief  agents  of  production,  ^he 

first  phenomenon  receiving  investigation  is  that  of  wages.     In 

this  connection  the  law  of  population  is  introduced.     To  simi* 

SKiorixe  its  action,  we  nuty  say  that  it  asserts  that  there  exists  a 

^^mdemeg  for  population  to   increase  with  an  increase  in  wagc^ 

Cf  f  ^t  96) — an  increase  of  wages  in  this  instance  meaning  not 

^A  increase  in  the  proportion  of  value  awardeil  in  remuneration 

w»f  labour,  but  an  increase  in  the  quantity  of  food,  necessaries, 

^and  conveniences  received  by  tlie  labourers.     Under  certain  cir* 

^mmstances,  however,  such  an  increase  may  take  place  without 

^sansing  or  attracting  a  corresponding  augmentation  in  the  num« 

^%wr  of  the  population.    **  The  natural  price  of  labour,**  it  is  said, 

^*io  that  price  which  is  necessary  to  enable  the  labourers  one 

'^rtth  another  to  subsbt  and  perpetuate  their  race  without  either 

~  I  or  diminution  **  (^  35),  but  further  on  we  hear  that  "  it  is 

to  be  understood  that  the  natural  price  of  labour,  estimated 

in  food  and  necessaries,  is  absolutely  fixed  and  constant. 

^t  varies  at  diflerent  times  in  the  same  country,  and  very  mate- 

nJly  difiers  in  different   countries.**'    {S  37).     Unless  labour 

obtain  then  the  necessary  quantity  of  commodity  denoted  by  the 
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staadard,  it  wiQ  ooi  oiilj  be  unable  to  increMe,  but  eren  tend  to 
decreete.  If,  oo  the  oiber  hand*  it  obtain  a  greater  quantity,  it 
win  increaae  ia  number  until  each  member  ia  in  receipt  of  the 
necessary  qnantitjr,  when  all  further  increase  will  be  ttajed. 
(f  38).  At  anj  moment  of  stable  equilibrium,  the  total  real 
Talue  of  the  eonntrj,  reckoned  on  the  supposition  that  all  the 
effort  of  the  coiintrj  be  employed  under  Uie  most  unfiivourable 
circumstances,  deduction  in  aU  other  cases  being  made  in  the 
form  of  rent,  wiU  be  dirided  between  the  labour  force  and  the 
capital  force  of  the  ccHnmunitj  in  such  a  waj  that  labour  maj 
receire  enough  to  mainrain  it.  The  remaining  share  of  the  total 
ralue  will  appertain  to  the  owners  of  capital  as  profit.  This 
latter  share  maj  rarjr  then  in  its  proportion  to  the  whole  raluCt 
in  accordance  with  quantitative  variations  in  the  share  of  labour, 
for  it  may  occur  that  the  quantity  of  commodities  comprising  the 
standard  of  comfort  may  represent  at  one  time  one,  at  another 
time  anoUier,  proportion  of  the  total  value  to  be  divided.  Of 
course  it  may  happen,  and  sometimes  no  doubt  does  happen,  that 
changes  in  the  quantity  required  correspond  exactly  to  changes 
in  the  conditions  of  productiveness  obtaining  in  the  countryi  in 
which  case  the  same  value  will  be  the  share  of  labour  at  one 
time  as  at  another.  But  this  correspondence  is  by  no  means 
necessary.  The  rate  of  profit,  as  measured  in  value,  may  chancre ; 
but  not  only  may  this  rate  change,  but  the  rate  of  profits  as  mea* 
surcd  in  commodities  may  also  change;  or,  in  other  words,  the 
percentage  which  these  latter  bear  to  the  commodities  composing 
the  whole  may  alter.  This  leads  to  another  consideration.  Such 
clianges  may  afi*ect  the  very  existence  of  such  capital,  for  aa  all 
capital  in  the  long  run  undergoes  rise  and  requires  replace* 
ment,  it  is  conceivable  that  a  sudden  fall  in  the  inducement  to 
saving  might  result  in  a  diminution  of  the  amount  of  capital 
existing  in  the  country.  This  needs  examination,  but  unfortu- 
nately it  does  not  receive  it  at  the  hands  of  Ricardo,  who  con^ 
tents  himself  with  somewhat  general  assertions  as  to  the  effect  oT 
a  lull  in  interest  In  speaking  of  the  farmer  and  manufacturer, 
he  says,  '*  their  motive  for  accumulation  will  diminish  with  OTery 
diminution  of  profit**  (S  44,  and  cf.  S  45,  note). 

Of  course  the  mere  fact  that  capital  is  subject  to  such  replace- 
ments enables  us  to  assert  that  in  the  long  run  there  w  a  tendency 
to  some  equality  of  reward  between  indirect  labour  (ie.,  labour 
embodied  in  capital)  and  direct  labour.  Thus  in  a  somewhat 
abstract  and  general  way  we  may  renew  our  previous  statement 
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wAmgi^  in  tlie  ratio  of  their  cost  of  prbdue* 
tin. 

17.  IWv  aie,  Wwerer,  certain  cases  in  which  the  first  asser- 

litt  II  to  Ite  dctcnnination  of  exchange  value  had  been  deemed 

■iMiUi.     These  cases  are  those  of  the  foreign  and  colonial 

^nk,  ui  to  their  examination  Ricardo  tarns  in  Chapters  VII. 

ad  XXV.     These  chapters  are  to  be  read  in  continuation  of 

IW  fmassiun    to  which   the  first  part  of   7>#  PnndpleM  is 

^tfiHi.    Xor  are  thej  the  least  ralnable  of  his  work.     With 

a^fihr  hKiditj  Ricardo  proceeds  to  lay  down  the  laws  accord- 

H  H  vhieh  exchange  is  regulated  in  the  case  of  foreign  trade. 

!■  liiii  esse»  as  he  shows  (S  47),  exchangCt  thongh  no  longer 

'^Jstml  bj  cost  of  production,  proceeds  accnrding  to  the  laws 

<^Wfsiatiie  cost.     There  is  no  altoration  in  consequence  in 

^  Msl  valae,  and  the  chai^ges  which  maj  occur  in  the  condi* 

tesf  prsdncCiTeBess  cannot  afiect  the  ratios  in  which  commo- 

^itittcnhange  (f  80,  p.  31 1,  note).     His  contention  is  the  same 

^  ntmtuf  to  the  colonial  trade  (S  117).     Here,  again,  we 

Ml  tkt  alterations   in   the   commoditj   rate  of   remuneration 

QSM(  mkI  do  not  a/Tcct  the  ratio  in  which  commodities  excbsnge. 

li  Soch,  M  I  cooceiTe  it,  19  in  outline  Ricarclo*8  treatment  of 

^  isbjert  which  he  propoced  to  hinuielf.     He  set  out  to  inres- 

^P^  tW  rehuioos  exvtting  between  price  and  the  rate  of  remu« 

'^'itiea.     DiflotiTe  though  his  method  b,  obscure  though  his 

'**]Mfe,  inaccQrate  though  his  terminology,  yet  throughout  the 

P^  devoted  to  the  question  we  can  trace  the  leading  ideas 

*M  vere  formulated  in  hb  mind.     It  b  a  matter  for  regret 

^  kt  wts  unable  to  express  himself  with  the  same  clearness 

^  nsriu  hb  thought.     It  b  an  additional  matter  for  regret 

tilt  hk  bcfc  of  system  should  have  prevailed  to  such  an  extent 

n  kaOov  him  to  be  drawn  aside  with  complete  irregularity  into 

^  <facusiion  of  subsidiary  points.  These  digressions,  valuable  in 

■•••Uit*,  are  mbplaced.     They  interrupt  the  development  of 

^  naia  argument,  while  aflbiding  illustrations  of  psrticular 

.^  vhich  it  affects.     But  though  we  may  deplore  these  defects, 

*  ■  urely  unjust  to  allow  them  prominence  to  the  exclusion  of  hb 

P^^isr  merits  and  excellencies.     And  yet  thb  b  what  b  often 

^^    There  are  some  who  deny  the  utility  of  what  they  term 

**OHdiaa  Econooucs.     If  their  denbl  means  anything,  it  means 

^  thsy  hold  as  valueless  the  exposition  of  the  relations  exbting 

^■•sa  priee  and  rates  of  remuneration ;  for  if  they  think  them 

^  vsrth  Ihej    are   theassdvcs   deeply   thimgh    nncoosciously 
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indebted  to  Ricardd     There  are  othera  who  urge  m  thenr  com* 
plaint  hia  oft-aiaerted  want  of  originali^.     Thej  regard  him  u 
a  sort  of  collector  of  curiot  discovered  hj  other  people*  who  gains 
^  I  a  repntation  from  the  number  of  his  appropriatioiiB*    I  camiot 

but  think  that  such  a  position  is  whoUj  untenable.  As  Racardo 
himself  remarks  orer  and  orer  again,  manj  of  his  doctrines  have 
been  stated  and  proTcd  bj  others.  He  lajs  no  claim  to  the  dis* 
coTerj  of  the  theory  of  Rent.  That  was  set  out  at  length  bjr 
Malthus,  and  perhaps  still  more  clearly  bj  Sir  Edward  West.  It 
was  set  out  as  fully  by  Anderson,  though  of  this  each  of  the 
trio  seem  unaware.  But  it  was  Ricardo  who,  in  additaoo  to 
explaining  many  of  its  difficulties,  showed  the  importance  of 
bringing  it  into  connection  with  a  general  theory  of  mnunera* 
tion.  The  groundwork  of  his  theory  of  ralue,  again,  i«  to  be 
found  in  the  pages  of  Adam  Smith  and  of  earlier  writers,  bat 
there  it  w  so  overlaid  with  error  that  it  remained  barren  tiU 
Ricardo  came  forward  to  rescue  it  from  its  unfortunate  sur- 
roundings. No  doubt  he  is  frequently  inclined  to  speak  of  labour 
as  the  foundation  of  exchange  value,  a  laxity  of  expression 
extremely  objectionable,  but  renewed  study  of  his  works  only 
serves  to  convince  me  the  more  that  such^was  not  the  meaning 
which  he  attached  to  it  in  his  own  mind.  ^1  he  wanted  to  assert 
was  the  existence  of  a  steady  relationship  between  the  amount  of 
effort  exerted  in  the  production  of  commodities  aqd  their 
exchange  value,  that,  in  other  words,  they  vary  togetlic^  This 
is  sufficient  for  the  purpose  of  this  inquiry.  The  doctrine  of 
the  tendency  of  population  to  mulUply  up  to  its  standard  he 
adopted,  as  he  tells  us,  from  Malthus,  who  in  turn  was  indebted 
for  it  to  the  Physiocrats.'  But  when  all  is  said,  what  doea  it 
amount  to  f  Ricardo  did  not  state  for  the  first  time  all  the  doc- 
trines which  we  find  in  his  pages.  That  is  true.  No  one  need 
think  he  did.  Least  of  all  did  he  think  so  himself.  But  then 
he  was  the  first  to  bring  them  together  as  he  did,  and  to  show 
the  important  bearing  which  they  had  on  the  subject  he  was  dis- 
cussing. That  subject,  let  it  be  remembered,  was  one  of  his  own 
proposing.  He  took'a  new  subject,  and  he  made  a  most  impor- 
tant advance  towards  its  ultimate  solution;  for  in  his  general 
treatment  of  remuneration  we  find  the  germ  of  a  true  and  Ikr* 
reaching  theory. 

19.  But  now  we  must  torn  to  the  second  portion  of  n# 

I  Pkjtiomtit  MasiB  19. 
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I^HadpUM.  Thai  portioa  n  denoted,  indeed,  in  the  full  title,  fop 
^  snbjeet  n  3^|xatao^  Bat  jnst  as  in  his  discuMion  of  the 
ue  princtj^Mof^ramitneration  he  was  confining  himself  to 
\  partiadar  portion  of  his  sabject,  so  here,  too,  in  this  new 
\  he  taras  to  the  consideration  of  the  incidence  of  certain 
i  and  their  results  on  Distribntion.  In  this  way  it  connects 
i^adf  with  thoee  chapters  which  have  already  been  dealt  with. 
2£a  demonstration  opens  with  two  primary  propositions.  In  the 
&rBi  place,  the  fond  for  taxation  is  provided  by  the  net  and  not 
\^  iIm  gross  revenue  (S  118),  for  it  is  the  magnitude  of  the 
~  that  measores  the  surplus  of  taxable  commodity  existing 

and  above  that  amount  of  commodity  which  is  absolutely 
'  for  maintenance.     To  employ  his  own  illustration  (Jt 
am  cot  of  profits  and  rent  only  that  taxes  can  be  paid,  since  wages, 
^»eaking  genenlly,  admit  of  no  reductioq^  Wsges,  indeed,  re« 
^imsinl   that  amount  of  commodity  which  habit  and   appetite 
m-ender  absolutely  requisite  for  the  preservation  in  being  of  the 
classes  dependent  on   them.     As  we   have  seen,  this  amount, 
^lowever,  may  and  does  change  {S  37),  but  wherever  it  be  fixed 
^>y  custom  or  by  any  force  whatever,  there  it  must  remain;  thougli 
St  must  be  pointed  out  that  Ricardo  was  willing  to  allow  of  con- 
miderable  qualifications.     When  defending  this  theory  which  he 
lieki  in  common  with  Adam  Smith,  against  the  censure  passed 
^pon  the  latter  by  Buchanan,  be  argues,  not  that  wages  could  not 
l)car  a  reduction,  but  that  the  funds  rai»e<l  being  of  necessity 
devoted  to  the  employment  of  labour  in   some  degree  by  the 
state,  there  would  be  a  new  competition  for  labour  and  conse- 
quently a  rise  in  its  wages  (S  78).     If  such  funds  were  exported 
wages  might  not  rise,  while,  as  loss  would  probably  occur  through 
a  more  wasteful  employment,  **  tliough  wages  would  ribc,  they 
would  not  rise  by  a  sum  precisely  equal  to  the  tax.**     If  this 
view  had  been  adopted  consistently  by  our  author,  it  would  no 
doubt  have  resulted  in  a  considerable   alteration  of  his  whole 
theory  of  the  relations  of  profiu  and  wages  through  the  position 
of  a  Standard  of  Comfort — an  alteration  of  fundamental  impor« 
tance.     The  second  proposition  is  that  Taxation  should  be  so 
imposed  as  to  fall  on  Revenue  and  not  on  Capital.     The  former 
propotitioo  notwithstanding,  it  might  of  course  fall  on  Capital, 
occasioning  such  a  reduction  in  that  body  of  wealth  as  to  lead 
altimalely  to  a  disastrous  and  retrograde  condition  in  the  country. 
As  il  is  the  object  of  a  good  financier  to  r%ise  money  with  as 
little  riek  at  possible,  methods  of  Utxikilon  imperilling  the  we\i* 
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being  of  the  stftte  ouglit  to  be  ctrefuHy  i voided^  But  tbert 
certain  taxes  which  diitinctl/  deserve  censare  siace  thej 
naturally  p&id  out  of  CapitaL  These  are  the  Death  Duties 
the  Stump  Dulies  (f  SS).  Thej  partake  at  the  name  charac 
Tbey  are  taxes  dd  the  transfer  of  property,  and  us  a  neb 
paid  by  the  purebaser  and  deducted  in  eiTect  from  the  ; 
perty  pureba^ed^  But  now  we  can  turn  to  a  detailed  in t eel 
twn  of  the  incidence  of  the  various  Taxes*  Taxes  may  fal 
Rent,  on  Prices,  and  on  Profits*  In  this  latter  case  we  i 
observe  that  thougli  they  occasion  a  rise  to  all  ctmsumcrs^  t 
is  one  class  of  consumers — the  wage^dependent  class — who 
require  and  obtain  indemnification  for  the  increastid  pfiei 
their  commodities, 

SO*  (1)  On  Rent  will  fall  those  taxes  which  are  Jeried  on 
economic  rent.  As  a  nde,  however,  the  taxes  on  rent  are  in 
taxes  on  profits,  since  tbey  are  levied  not  on  ibe  returns  yte 
by  the  natural  powers  of  the  soil  only,  but  also  on  the  advaoi 
den  red  from  the  capital  invited  in  the  poil  (f  63)4  So  i 
they  are  levied  on  true  rent,  tbey  will  fail  on  the  ]ando^ 
who  will  be  absolutely  unable  to  «li  if t  them  olf  on  to  an 
cine,  since  tbey  are  specificiilty  levied  not  on  the  produce  (^ 
Unci  but  on  the  surplun  produce  of  those  lands  which  are  in 
favourable  eooditioiis  for  cultivation  than  the  land  which  wi] 
I  he  expenses  of  cnUivation,  but  do  so  witliout  any  snrpUia  \ 
kft  Xow  if  it  be  granted  that  land  wUl  Ue  cultivated  i 
conditions  such  as  these,  it  is  evident  that  it  will  be  cuUn 
small  tljough  the  proHi  it  yields  may  be*  Some  such  profit 
will  be,  however  great  the  tax  on  rent,  since  it  will  be  o 
nature  of  a  percentage  on  the  whole. 

21,  (t)  Oh  Price.  In  continuation  of  the  foregoing  disci 
it  is  necessary  to  consider  the  incidence  of  the  kindred 
on  land^  TbeAe  are  of  three  kinds^  the  ordinary  Lain] 
(H  Ce-GB),  Tithes  (H  &4  65).  and  Poor  Hates  M  a7>8S), 
position  common  to  all  of  these  of  a  charge  ou  property  I 
it  more  necessary  but  not  les&  di^cnli  to  trace  the  ultimstt 
dence  of  eack     They  tnust  be  treated  of  separately* 

With  regard  to  the  first  mentioned,  the  Laud  Tax,  sueb 
may  be  levied  in  different  ways*  If  it  be  '*  levied  in  prop 
lo  the  rent  of  land,**  **  varying  with  every  variation  of  rent, 
in  eCTect  a  **  tax  on  rent/*  and  as  such  '*  will  fall  wholly  f 
landlords**  (f  66,  p.  161).  If,  on  the  other  band,  it  be  a  i 
Mried  Mct^txling  to  the  ao^eage  of  the  land,  without  refert 
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\  eziniag  ia  lertilitj,  it  wUl  ioeriUblj  cauM  a  rise  in 
Triet  cf  pradiioe  aiid  fall  on  Uie  consumer.  But  it  will,  how- 
■  ■•i^  wtthiii|  dse  M  welL  Not  onlj  does  it  not  injure  Anj 
^  ^M  kadlords,  bat  it  wiU  positiyely  benefit  those  whose  land  is 
■^  ^  man  fertile  order,  since  the  price  at  which  thej  can  sell 
^^*>r  prodoce  will  be  determined  bj  the  necessities  of  those  own* 
*^^  trcaldfatmg  the  less  fertile  lands,  and  thus  with  the  same 
^"*  nm  ibej  will  have  a  higher  monej  rent.  In  other  words, 
^Jfnitr  diwtance  will  be  established  between  the  various  soils 
^  ^  So  iar  Ricardo,  Belbre  condemning  the  tax  as  he  does« 
^  *Uahl  hare  carried  his  analysis  somewhat  further;  he  should 
~  I  whether  there  would  not  be  Pome  alteration  in 

I  of  cultiration.     Undoubtedly  there  will,  since 


^^  em  at  its  new  price  it  will  be  profitable  to  make  an  outlay 
,_  *"iicspttal  on  the  more  fertile  lands.  This  fresh  outlay  will 
r^*^  te  the  withdrawal  of  capital  from  the  least  fertile  lands,  and 
*?  ^^"^^tinsiaiii  the  consumer  will  ultimately  be  taxed  **  to  meet 


( of  the  state  **  only,  and  not,  as  Ricardo  supposed, 
» to  raise  the  rent  of  the  landlord  **  (pp.  162,  163).     So  far 
tW  mmcdiate  result  of  the  tax  wss  concerned,  Ricardo  was 
right,  but  the  final  result  would  be  an  alteration  in  the 
stioo  of  capital,  and  a  consequent  rise  in  the  margin  of 
_  tiou,  sccoiupanied  or  rather  preceded  by  a  fall  in  price — 

r^  *  &J1  in  the  price  as  exiftin;;  before  the  imposition  of  the  tax, 

1*  fsU  in  the  new  price  immediately  occasioned  by  that  tax. 

y  *^  effect  of  the  Tithes  is  quite  different  from  that  of  a  Laml 

^^   Their  incidence  is  upon  the  consumer,  the  result  of  their 

r^^tioo  being  a  rise  in  Price.     **  They  differ  from  a  tax  on 

|/7j^  <^a»auch  ss  ther  effect  land  which  such  a  tax  would  not 

1^^  :  snd  raise  the  price  of  raw  produce  which  that  tax  would 

^  .  ^^^  **  (S  64).     8o  far  as  the  landowner  is  affected  at  all,  it 

^     ^is  detriment,  since  the  Tithc9,  being  levied  on  home  pro* 

^J^^oly.  act  as  a  differential  duty   in  favour  of  the  foreign 

^T^^'Xer.     In  fact,  as  is  pointc<l  out,  they  are  a  bounty  on 

^   ^^  com      It  is  possible  that  in  practice  and  through  the 

!r^^^  ol  the  Tithe  Commutation  Act  of  1836,  the  incidence  of 


^^ithes  has  tended  to  fall  more  on  the  owner  of  land  and  less 


^  uses  oam  u 
.5^^  eonsoaMT  through  price,  but  thb  reatiljustment,  however 
_^^hls  and  consonant  to  eariy  intention,  can  only  be  fully 


--  hy  taxing  the  rent  ia  place  of  the  produce. 
^^  ths  case  of  the  Vonr  Rates,  there  is  an  additional  difficulty 


;  tkm  incidencf,  owing  to  the  mode  of  assessment. 
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If  levied,  OS  Ricardo  assumes  the/ are  in  tbeorj  levied,  in  doe  ^  mzz 

proportion  to  the  rent,  they  will  fall  on  the  landlord.      But,  as  *^  '^m- 

a  matter  of  Cut,  thejr  are  leried  on  the  annual  ralue  of  the  par-  --^rm 

tieular  propert/  in  qnettioii — ^thal  ia,  on  the  annual  ralno  of  ^^^ 

landed  or  hoiiae  properljr.    This  alters  the  matter,  ainoe  in  that  M.mm 

ease  the/ faU  on  the  proftta  of  Uieae  engaged  in  pfodnctiooyainee  ^^^ 

even  thote  who  in  eonaeqaenee  of  their  more  unpropitioos  aor-  ^*  .■ 

roundings  pa/  no  rent,  are  not  thereh/  exempted  firom  the  bnnlen  mit^m 

of  Rates.   These  the/  hare  to  pa/,  and  in  conseqnenee  the/  mast  m^ 

either  submit  to  lou  or  reooup  themselves  for  these  additioaal  Mji^ 

expenses  b/  a  chaige  on  some  one  else.     In  other  words,  tiM  ^a^m 

Rates  will  be  paid  either  out  of  profits  h/  those  engsged  in  pro-  ^ 

duction  or  b/  the  consumers  through  a  rise  in  price.     80^  a  ^^mm 

rise  in  price  will  certainl/  take  place  if  the  Rates  are  ao  levied  Ssks 

as  to  be  a  greater  burden  on  some  producers  than  on  odiofi.  ^^^ 

Such  in  effect  the/  are,  since  the/  press  more  heavO/  on  tiM  ^^^ 

agricultural   than  on  the  manufacturing  classes  ($  8S)«     The  ^B^*^ 

former  hare  to  pa/  on  the  annual  Talne  of  the  land,  ^  whether  ^amm 

that  annual  Talae  be  giren  to  it  b/  the  capital  of  the  landlord  or  -■■^ 

of  the  tenant,**  while  the  manufacturers  are  onl/  taxed  on  iSbm  <^^ 

Talue  of  the  buildings  the/  occup/.    Their  machiner/  and  plant  ^-0 
escape  taxation. 

22.  (3)  On  Profits.     One  question  we  hare  so  &r  left  vaeea*  <— ^^ 

sidered.     That  relates  to  the  nature  of  taxes  on  profits.     It  is  ^"^ 

one  of  peculiar  interest,  since  it  is  dosel/  conncKCted  with  the  ^^^ 

thcor/  expounded  b/  Ricsrdo  as  to  the  irrediusible  nature  of  the  ^^ 

Standard  of  Comfort.  The  importance  of  this  theor/  to  Ricardo*a  ^^^"^ 

treatment  of  taxation  will  be  seen  as  we  proceed.    The  taaua  ^"^ 

which  now  come  under  reriew  are  of  three  kinds.    Tases  on  oom*  ** 

modities,  taxes  on  wages,  and  taxes  levied  on  profits.    The  Bnt  ^^ 

ma/  be  separated  into  two  divisions,  taxes  on  luxuries  and  taxea  ^*^ 

on  necessaries,  the  latter  being  deidt  with  in  Chapters  IX.  and  '•  ^' 

XVII.     The  immediate  result  of  both  kinds  of  taxes  will  be  a  ^^H 

rise  in  price.     Unless  such  take  place  capital  and  labour  will  be  ^  *^ 

deterred  from  continuing  in  the  prodnction  of  the  commoditica  ^*^^ 

taxed.    But  the  ultimate  efiects  of  a  rise  in  price  are  difierent  in  mm^- 

the  ease  of  a  necessar/  commodit/  to  those  experienced  in  that  -^  ^* 

of  a  commodit/  of  luxur/.   In  this  latter  instance  the  additaooal  ^K^" 

price  and  consequentl/  the  tax  will  be  paid  b/  the  eonsmneni;  ^    ^ 
in  the  former  case  those  eonsumen,  whose  wants  regulate  the 
standard  of  comfort,  which  their  wages  do  not  exce^  wOl  be 
able  to  throw  their  part  of  the  burden  upon  those  liw  paj  < 
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TUt  UmadutDe^  will  likewiM  take  pUioe  m  the 

«f  A  tax  ea  wafei,  tbongb  toch  a  tax  it  aimpler  in  its  effect 

>^  i  lax  ea  Becetaary  eommoditiea.     **  A  tax  on  wagea  is 

r  A  tax  ea  |vofita»  a  tax  on  neeessariea  is  parti/  a  tax  on 

I  aa^  partij  a  tax  on  the  rich  conaumer.     The  ultimate 

■  vhieh  win  reanh  frtNa  ineh  taxes  then,  are  precisel/  the 

*m  those  which  reanit  froos  a  direct  tax  on  profits**  ($  76). 

arguaMnt  natorallj   follows   from   that  whidi 

the  diTiaion  of  the  prodnce  of  labour  and  capital 

and  profita.     *«  This  principle  of  the  dirision  of 

of  labour  and  capital  between  wages  and  profits» 

I  have  attempted  to  establish,  appears  to  me  so  certain 

in  the  imasediate  effects,  i  should  think  it  of 

whether  the  profits  of  stock  or  the  wagea  of 

r  were  taxed  **  (S  79).     A  similar  reliance  on  his  preceding 

is  erineed  when  he  comes  (f  76)  to  consider  the 

'  of  a  geaeral  tax  upon  profiu  affecting  price.     Affect 

vhcn  such  simpi/  represents  the  ratio  of  exchange,  it 

he  cooclodes,  b<it  if  the  profits  of  mining  be  exempt 

tke  tax,  and  if  the  nines  siipplrin;;  \u  with  the  material  of 

be  in  the  coontrj,  such  an  effect  might  be  produced. 

^,  howerer,  as  thix  is  not  the  case,  a  general  tax  on 

I  viD  not  caose  anj  alteration  in  prices. 

are  two  farther   instances  of  taxation  which  hare   a 
importance.     Thej  relate  to  the  effect  of  taxation  when 
I  on  commodities,  which  cannot  be  easilj  reduced  in  qiian- 
Hcre  Ricardo  expresses  himself  most  explicit!/  on  the 
I  that  Soppl/  and  Demand  hold  to  price.     As  neither  the 
^fM  nor  the  number  of  houses  in  a  conntrj  are  capable 
^  '      diminntion,  a  tax  laid  on  either  gold  or  houses  must  be 
^  the  holders  or  ownen,  since  the  supply  being  unaltered, 
^^^   5^  demand,  by  assumption,  the  nubc,  there  cannot  occur  a 
ts^       ^^  price  soch  as  happens  in  the  case  of  commodities,  which 
constant  destmctioii  and  displacement  admit  of  rapid 
I  and  decrease  (H  69,  72). 

Ricardo's  treatasent  of  taxation  maj  be  regarded  firom  two 

la  the  first  place,  it  is  raluable  as  an  illustration  of 

to  be  attached  to  the  doctrines  preriousl/  laid  down 

to  the  relations  existing  between  price  and  remu- 

In  the  second  place,  it  offers  an  able  and  practical 

of  the  theoiies  of  taxation  existmg  at  the  time.     In 

he  devetes  hwBatlf  to  an  expoaitioa  of  the  errors  eon- 
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toinedin  theFifUiBookof  "TheWeftlthofNaUons,**  and  derived 
from  the  teaching  of  the  Phjsiocrats  with  regard  to  ih^jfrodmi  met 
The  Talue  of  audi  an  expoaitioo  will  not  be  underrated  bj  tboM 
who,  like  Ricardo,  deem  it  of  the  first  importance  in  the  aaaesa 
mentfif  taxes  to  know  on  what  claM  the  burden  will  nltimatelj 
fall.  UiMtead  of  regarding  the  incidence  of  taxation  as  inTariablj 
on  the  land,  he  points  out,  as  said  abore,  that  taxes  maj  be  paic 
from  three  funds — from  rent,  frtun  the  pockets  of  the  consanien 
aboTC  the  standard  of  comfort,  and  firom  profits?}  If  indeed  w< 
take  his  theorj  of  wages  in  its  most  rigid  form,  we  might  aaj  tha( 
taxes  will  be  paid  out  of  rent  or  profits,  wages  be  regarded  ai 
dulj  graduated  upward  frxmi  the  standard  of  comfort.  Kc 
doubt,  and  this  I  think  Ricardo  would  willingl/  hare  admitted^ 
wages  are  often  capable  of  diminution,  but  this,  he  would  hare 
urged,  is  onljr  because  the/  have  not  as  jet  fallen  to  their  per- 
maneut  level  On  this  point  the  arguments  of  Buchanan  are  oi 
importance.  Ricardo,  however,  contests  the  assertions  of  the 
latter,  because  he  has  in  view  permanent  and  not  temporarj  eon« 
ditions. 

24.  So  much  then  with  regard  to  the  general  outline  of  hii 
work.  There  are,  however,  tliree  subjects  which  require  fnrthei 
investigation.  The/  relate  to  Value,  Rent,  and  Foreign  Trade 
In  each  of  these  instances  we  must  attempt  to  discover  the 
importance  of  the  opinions  maintained  b/  Ricardo,  and  the  dif« 
ference  existing  between  the  positions  he  held  and  those  occupied 
b/  his  predecessors. 

First,  then,  with  regard  to  Value.  It  would  be  an  old  story 
to  recapitulate  the  curious  wa/  in  which  the  developments  ol 
Socialistic  theor/,  and  the  inaccuracies  of  certain  economists, 
have  resulted  in  producing  a  definite  conviction  that  Ricardc 
regarded  labour  as  the  actual  foundation  of  value.  As  has  been 
said  before,  he  himself  was  much  to  blame  for  his  laxit/  of  lan- 
guage* That  IS  so.  His  language  is  lax.  But  what  we  have 
to  do  is  to  endeavour  to  arrive  at  that  mental  position  whicfa 
should  have  been  expressed  b/  his  language ;  which  has  indeed 
been  expressed,  but'  only  with  a  great  lack  of  lucidi^.  There  is 
no  doubt,  however,  that  Ricardo  was  well  aware  that  the  market 
value  of  commodities  is  dependent  on  the  relations  existing  be- 
tween Suppl/  and  Demand.  The  clearest  exposition  of  his 
opinion  on  this  subject  is  contained  in  the  opening  paragraph  o( 
his  chapter  on  the  effects  of  a  tax  on  gold  ($  69).  There  he 
points  out  that  alterations  in  price,  when  the  cost  of  production 
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liM  been  tnereesed  bj  taxatkm,  will  depend  on  the  possible 
^fiflUDotioo  of  the  commodities  thus  taxed.     If  the  qoantitj  does 
not  diminish,  and  if  the  demand  does  not  increase,  the  price  in 
exchange  Talne  most  remain  unaltered.      As,  howoTcr,   most 
commodities  are  the  subject  of  reproduction,  such  alterations  in 
4|aantiqr  ean  occur.     This  being  so,  he  brings  before  our  notice 
the  hei  that  thej  will  occur,  bj  reason  of  that  spirit  of  competi- 
tion which  would  otherwise  alter  the  amount  of  capital  and 
labour  engaged  in  an/  employment  in  which  the  rate  of  remune- 
ration was  abore  the  aTcrage.     Thus  the  actual  ratio  in  which 
eommoditaes  exchange  is  determined.     But,  it  maj  be  said,  does 
■ot  Ricardo  himself  falsifj  this  bj  stating  that  tho  piarket  ratio 
or  raine  will  tend  to  conform  to  the  real  ratio  or  value  which  is 
(iependent  upon  the  amount  of  labour  giren  to  the  production  in 
qaeation  f     No  doubt  lie  does  state  that  this  tendenc/  to  con- 
^orwaMtj  exists;  for,  as  he  sa/s,  anj  unusual  increase  of  profits  will 
attract  new  capital  etc,  while  anj  such  decrease  will  tend  to 
(irire  awaj  such  capital,  etc.      But  then  it  mwnt  be  noticed  that 
he  docs  not  state  thst  the  vsliic  of  commodities  rests  on  tho 
amofint  of  capital  and  labour  embodied  by  reason  uf  any  fnrco 
but  that  of  competition.     lie  did  not  thinlcthat  labour,  as  labour 
— Le^  as  so  much  corporeal  or  mental  exertion,  whether  imme- 
diate or  deferred — was  the  foundation  of  rolue.     In  a  letter  to 
^.  B.  Saj,  he  writes:  **The  utility  of  commodities  is  undoubtedly 
the  foundation  of  their  value,  but  the  dc<;rce  of  their  utility  will 
tu>i  be  the  measure  of  their  value.*"  *     All  de|>eods,  then,  on  the 
Hienning  which  he  attaches  to  the  term  "  utility.**     Tliat,  fortu- 
vuoely,  is  not  difficult  of  discovery.     The  correspondence  which 
passed  between  him  and  Say  makes  it  evident  beyond  all  possi- 
iMlity  of  doubt  that  by  "utility  **  he  means  the  capacity  of  a  com- 
modity— not  of  a  particular  portion  of  that  commodity — to  satisfy 
pressing  human  needs.     The  more  pressing   these   needs,  the 
peater  the  utility  of  the  commodity.     Thus  he  deems  gold  '*  of 
little  use  compared  with  air  or  water**  (S  1).    In  consequence  of 
this  view,  it  is  vain  to  look  in  Ricardo  for  a  reco^niition  or  fore- 
ahadowing  of  the  doctrine  of  Final  Utilities.     Of  course,  *'  Final 
Utility  **  is  an  expression  wanting  in  his  pages.     It  would  bear 
no  meaning  there,  whilo  he  attaches  the  meaning  he  docs  to 
**  Utility.**  But  there  does  appear  the  doctrine  correlative  to  tliis, 
thai  is,  the  doctrine  of  Final  Cost;  for  he  argues,  in  opposition  to 
Adam  Smith,  that  the  cost  which  determines  price  is  not  the  cost 
t  J.  B.  atf.  -  ll^lMfw  d'inaomkt  poUtb|«r/  p.  n,  ktttr,  ISth  lifaSU  \%\%,    . 
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At  wbieb«tliAt  fmxi  of  a  commodity  ia  produced  which  is  juroduoed 
under  the  most  fkrourable  circumstancest  but  the  cost  at  which 
that  part  is  produced  which  is  produced  under  the  most  nn- 
farourablo  circumstances.  That  is  the  index  of  value  to  him. 
These  positions  are  made  particuhu*!/  clear  in  the  course  of  the 
correspondence  with  8a/;  for  the  latter  is  urging,  thou|^  not 
always  in  the  most  fortunate  terms,  the  theory  that  commodities 
exchange  according  to  their  utilities.  This  is  the  line  of  aigu« 
ment  which  the  modem  mathematical  and  abstract  school  punues, 
but  if  pursued  alone  and  without  modification,  it  leads  to  conclu- 
sions just  as  fault/  as  those  attributed  to  Ricardo.  He  attaches  too 
•  sole  an  importance  in  the  determination  of  Value  to  Suppl/,thc/  to 
Demand.  He  deems  the  maricct  goTcmed  b/  sellers,  the/  b/  bu/ci«. 
In  realit/  the/  seem  to  be  looking  at  difierent  aspects  of  value. 
Either  final  uUllt/  or  final  cost  ma/  measure  value  or  serve  as 
an  index  of  value,  but  neither  can  be  termed  the  cause  of  value. 
It  it  the  interaction  of  the  two  that  determines  value.  This  Ricardo 
saw,  for  ho  states  at  times  the  importance  of  the  part  borne  b/ 
demand.  Thus  he  points  out  that  the  consec^uence  of  an  increase 
in  the  suppl/  of  corn,  unaccompanied  by  an/  augmentation  in  the 
demand,  would  lead  of  necessit/  to  a  fall  in  ])rice  (^  142).  Again, 
though  he  docs  not  state  with  so  much  emphasis  the  connection 
which  exists  between  the  quantit/  demanded  and  the  cost  of 
production,  the  part  which  this  pla/s  in  the  determination  of  rent 
renders  it  clear  be/ond  doubt  that  it  formed  part  of  his  intel* 
Icctual  conception  of  value. 

In  the  theory  thus  presented  by  Ricardo  there  is  much  to 
admire.  It  brings  out  in  clear  relief  the  fact  that  value  is,  as 
Jcvons  said,  a  matter  of  ratios.  I'his,  of  course,  is  precisely 
what  Ricardo  aimed  at  pronng,  smce  by  it  alone  could  he 
effectually  dissipate,  as  he  desired,  the  notion  that  the  value  of 
commodities  was  determined  by  the  value  of  the  labour  exerted 
In  their  production.  The  modem  conception  of  quantitative 
utility  does  not  seem  to  have  come  before  him.  He  assents, 
indeed,  to  Say^s  assertion  that  articles  tend  to  exchange  accord- 
ing  to  their  soeicU  utilities,  because,  as  both  of  them  agreed,  these 
utilities  were  the  result  of  the  expenditure  of  labour,*  but  further 
than  this  I  do  not  think  he  can  bo  said  to  go.  Ho  was  held 
back  from  the  modern  conception  by  the  meaning  he  attaches  to 
utility.     As  he  writes  to  Malthus,  the  argument  **  that  a  com* 

1  J  B  Biqr,  '*M^kagct,**  p.  lU. 
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k  YthaMm  in  proportkm  to  utilitj»**  **  would  bo  true  if 
\  only  r^gttUtod  the  Ttluo  of  oommodities  ;  then  indeed  we 
expect  that  all  men  would  be  willing  to  give  a  price  for 
I  in  pfoportioQ  to  the  ettimntion  in  which  the/  held  them ;  but 
ihn&ci  eppenit  to  me  to  be  thai  the  bujen  have  the  least  in  the 
woM  to  do  in  regulating  price ;  it  is  all  done  b/  the  competition 
mi  the  sdlcrii  and  however  the  buyers  might  be  willing  to  give 
■ets  §ar  iron  than  kr  gold,  they  could  not,  because  the  supply 
would  he  regulated  bj  the  cost  of  production,  and  therofore 
gold  would  iaevitablj  be  in  the  proportion  which  it  now  is  to 
irouy  althouich  it  prMbltj  is  by  sll  mankind  considered  the  less 
MeAJ  metal**' 

SSu  In  the  second  place,  we  come  to  the  examination  of  the 
tWofy  of  Rent  as  presented  by  Ricardo.  In  this  connection 
thsri  are  three  subjecU  to  consider  ;— 

00  The  hbtorical  origin  of  Rent 

(2.)  Coincidence  of  the  theoiy  with  practice. 

(S.)  Its  theoretic  importance. 

Now  with  regard  to  the  first  of  these  headings,  it  is  sufficient 
to  say  that  there  is  little  reason  for  believing  that  Ricardo,  in 
writing  as  he  did  of  the  origin  of  Rent,  thought  he  was  doing 
more  than  giving  an  account  of  its  possible  origin  in  a  country 
under  the  influence  of  competition,  and  certainly  no  further  claim 
can  be  made  for  him  except  on  the  assumption  tliat,  in  speaking 
of  Rent,  he  is  speaking  rather  of  the  inherent  result  of  natural 
inequalities  than  ot  actual  payments  made  to  the  owner  of  the 
aofl.  If  his  language  be  construed  in  the  former  sense,  it  is  not 
contradicted  by  the  historical  fact.  It  is  only  unrepresented  by 
it.  The  law  of  diminishing  returns,  with  the  other  laws  comple- 
■Mutary  to  it,  may  have  brought  about  an  extension  of  cultiva- 
tion, but  neither  they  nor  it  can  be  said  to  have  determined  the  . 
payments  made  to  the  feudal  lord  or  tribal  superior  by  his 
tenants  or  inferiors.  This  much  may  be  said  with  certainty, 
Rieardo*s  aoeount  has  notlung  to  do  with  the  history  of  the  pay« 
■MntofRent. 

The  second  matter,  though  demanding  a  much  more  detailed 
investigation,  may  be  dismissed  here  in  a  few  words,  since  the 
degree  of  identity  between  the  theory  of  rent  and  the  existing 
circumstances  of  landed  property  at  the  time  was  not  the  subject 
in  which  Ricardo  addressed  himself.   Question  of  interest  though 

1  •*  UttOTi  to  UaltkMk*JiF>  173*  )««• 
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it  in,  he  dismifMt  it  firom  the  sphere  of  his  treAtase  wlien  he 
ennounces  his  iiiteution  of  negleeting  temponurx  eooditaons  in 
order  that  he  may  more  full/  derote  Ut  attentioa  to  en  anel/sis 
of  ultimate  effects  and  tendencies. 

Thirdlj  and  lastljr,  the  part  pla/ed  bj  Ricardo  in  the  develop* 
ment  of  the  theory  of  Rent  remains  for  inquirj.  This  aspeei 
it  was  which  in  realitj  occupied  his  mind  to  Uie  ezdosioii  of 
every  other.  The  question  of  actual  pajment  under  existing 
circumstances  was  one  to  which  he  paid  little  or  no  attention, 
otherwise  he  would  have  had  to  take  into  account  the  moderating 
influence  of  custom  on  competition.  So  too,  when  he  writes  of 
the  origin  of  Rent,  he  must  not  be  taken  as  treating  the  aalject 
with  regard  to  the  historical  facts  of  the  case.  But  no  soeh 
explanations  can  possibly  be  urged  with  regard  to  the  matter  to 
which  we  hare  now  come,  fur  he  confessedly  addressed  himself  to 
an  analysis  of  the  tlicoretical  importance  of  Rent.  On  the  results 
and  originality  of  his  inquiry  many  different  opinions  haTo  been 
expressed.  At  one  time  he  was  credited  with  the  discorery  of  a 
new  principle,  while  more  recently  the  painful  eagerness  to 
depreciate  his  labour  has  found  vent  in  the  opinion  that  he  did 
little  more  than  reiterate  the  theories  of  others.  One  critic  haa 
even  attributed  the  whole  originality  to  his  fnend  and  opponent 
Malthas.  To  discover  the  truth,  it  is  necessary  to  put  aside' 
these  two  opposite  prejudices  of  servile  reverence  and  anxiooa 
antagoniBm.  But  more  than  this  is  required.  The  principles 
involved  in  the  theory  must  be  stated,  and  a  slight  attempt  made 
to  discover  traces  of  their  recognition  in  the  works  of  the  writers 
preceding  or  contemporary  with  Ricardo.  The  leading  principles 
are  these : — 

(1.)  Rent  does  not  funn  part  of  the  price,  that  is,  it  is  not  n 
payment  made  for  the  ordinary  productive  powers  of  nature. 
The  powers,  indeed,  may  be  exerted  without  any  reward  being 
paid  to  those  who  have  appropriated  them. 

(2.)  Rent  arises  out  of  the  different  fertilities  possessed  bj  dif- 
ferent soils. 

(3.)  Even  if  all  lands  possessed  a  like  fertility,  the  successiTe 
dosex  of  capital  and  labour  expended  would  present  different 
returns.     Out  of  this  inequality  rent  would  arise. 

These  principles,  indeed,  may  be  expressed  much  more  con* 
cisely.  They  are  summed  up  in  the  well-chosen  statement  of 
Berens,  who  says  that  Rent  is  a  payment  made  when  some  land 
is  performing  a  productive  task  which  at  the  same  time,  but 
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diflerait  dfcwnwUncet,  it  performed  b/  banuuiagencj/ 
Bat  wlien  aod  b/  wbom,  it  maj  be  asked,  were  these  principles, 
fkm»  wamariied,  recognised? 

Tbe  oM  school  of  English  economists,  with  their  mistaken 
BoCioii  as  to  the  tme  importance  of  exchange,  expressed  as  it 
is  in  their  theory  of  the  balance  of  trade,  underrated  rather  than 
•fcrrated  the  importance  of  the  land  in  a  state  under  economic 
conditions.  Aa  time  passed,  indeed,  some  among  them  seemed 
aboot  to  penetrate  the  mist  Ijing  on  the  artificial  horizon  of  error. 
Tktj  began  to  recognise  the  importance  of  the  land,  and  the 
between  its  rent  or  price  and  the  demands  of  an 
;  population,  but  further  than  this  thej  were  not  able  to 
go.  Tliej  were  held  back,  as  it  were,  by  the  bonds  of  their 
Mistake.*  £t^  Steuart,  despite  his  abili^  and  industry,  leaves  no 
traees  which  can  justify  the  reader  in  concluding  that  he  knew 
of  the  three  principles  enumerated  abore.  Rent  was  not  to 
kim,  as  it  is  now  to  us,  a  payment  «vi  generis. 

One  writer  went  further.  Boitguillebert  recogni2e<I  that  the 
differences  of  fertility  in  tbe  soil  was  a  great  factor  in  the  deter- 
mination of  the  payment  made  for  its  use ;  he  knew,  too,  that 
the  rise  in  price  stood  in  a  direct  relation  to  this  payment,  but 
the  important  results  ensuing  from  these  facts  were  hidden  from 
hisTiew. 

Nor  do  the  disciples  of  Qnesnay,  occupied  as  they  were  in  tbe 
daboration  of  a  scheme  which  rested  on  the  supreme  importance 
of  the  cultiTation  of  tbe  soil,  make  much  further  progress.  This 
Tery  scheme  stood  in  the  way  of  an  entire  recognition  of  the 
principles  underlying  rent.  Rent  was,  it  is  true,  treated  as  a 
payment  of  a  wholly  exceptional  nature,  but  the  reasons  insuring 
it  this  position  in  the  Physiocratic  theory  were  such  as  to  forbid 
an  assent  to  any  such  propositions  as  those  afterwards  formulated 
by  Ricardo.  It  was  exceptional  because  it  was  a  payment  deter- 
mined by  reason  of  the  peculiar  productiveness  of  the  land 
above  industrial  agents  of  any  description.  In  industry  and 
commerce  economic  cflbrt  could  result,  they  urged,  in  nothing 
but  the  reproduction  of  the  value  they  themselves  compre- 
hended. Only  when  they  were  employed  in  agriculture  was  an 
addition  made  to  the  national  store  of  wealth.  In  other  words, 
tbe  enltivatioo  of  the  land  produced  a  surplus  over  and  abovo 
tbe  return  needed  to  replace  or  maintain  the  ecooomio  forces  of 
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labour  and  capital  involved  in  the  productiTe  enterprite.  Tliii 
siirpliu  was  the  celebrated  proAdt  nfl,  and  it  eonttitnted  rent. 
Here  it  is  impossible  to  do  much  more  than  direct  attention  to 
one  of  the  chief  principles  necessariJj  inrolved  in  this  doctrine. 
The  position  here  sMumed  bj  the  Physiocrats  could  not  bare 
been  firmljr  maintabed  without  the  axiom  that  such  a  surplus— 
that  is,  a  surplus  of  food,  etc — ^would  alwa/s  create  its  own 
demand,  since  otherwise,  of  course,  cases  might  occur  in  which 
the  labour  and  capital,  when  expended  on  the  land,  would  not  be 
more  productive  than  when  exerted  in  an/  industrial  pursuit. 
Taken  together,  these  two  dogmas  formed  a  bond  from  which 
none  of  the  Phjsiocratic  writers  succeeded  in  freeing  themselves. 
Even  Tui^ot,  certainly  the  least  doctrinmrt^  and  incomparably 
the  most  acute  and  comprehensive  member  of  the  schoolt  made 
little  advance  in  the  direction  of  intellectual  emancipation.  In 
the  elaboration  of  detail  it  was  far  otherwise.  The.  difference  of 
fertility  was  a  matter  of  common  knowledge,  but  he  recognizes 
OA  well,  and  with  ])cculiar  clearness,  the  law  of  Diminishing 
Return.  These  principles  are  important,  no  doubt,  but,  despite 
the  anxious  advocacy  of  Dairc,  they  cannot  be  held  to  entitle  the 
Physiocrats  to  the  credit  of  originating  the  modem  theory  of 
Rent.  With  some  features  of  that  theory  they  were  certainly 
familiar.  They  regarded  it  as  the  surplus  remaining  aflcr  the 
expenses  of  cultivation  were  paid;  they  even  recognised  the 
imi)ortance  of  the  varying  fertilities  of  the  soil  as  materially 
affecting  the  size  of  this  surplus,  but  the  necessary  result  of  the 
positions  here  taken  evaded  their  grasp.  They  could  not  or  they 
would  not  see  that,  these  [granted,  it  was  part  of  their  task  to 
determine  what  may  be  called  tlie  limit  surplus  of  cultivation. 
For  if  the  cultivation  of  the  land  always  yield  a  surplus,  and  if 
this  surplus  be  variable,  there  must  be  assumed  to  be  some  lower 
limit  beneath  which  cultivation  cannot  descend. 

The  teaching  of  Adam  Smith  illustrates  tlie  difficulties  which 
Ihe  Physiocratic  theory  had  introduced.  In  his  dissertation  on 
rent  he  is  obUged,  for  instance,  to  draw  a  careful  distinction 
between  lands  which  always  yield  a  rent  and  those  which  some- 
times do  and  sometimes  da  not.  Of  coiurse,  the  cause  of  difficulty 
is  not  far  distant  It  lies,  as  suggested  above,  in  the  peculiar 
property  attributed  to  com  and  other  food  products  of  invariably 
creating  their  own  demand.  How  detrimental  the  adoption  of 
the  Physiocratic  theory  in  this  aspect  was  to  the  attainment  of 
a  clear  and  comprehensive  view  of  economic  phenomena,  is  best 
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i  hj  a  eompartfon  of  his  tremtment  of  the  rent  of  com  lands 
and  the  rent  of  mines,  etc.,  since  in  tbi^  latter  case  he  approxi- 
mates Tery  cloael/  indeed  to  modem  theories.  In  one  respect, 
indeed — that  is,  in  the  lack  of  recognition  of  tho  law  of  Diminish- 
ing Return — ^he  does  not  advance  so  far  as  Turgot 

Bat  now,  without  staying  to  inrestigate  the  position  of  those 
who,  like  Buchanan,  attribute  the  actual  existence  of  rent  to 
monopoly,  we  must  proceed  to  the  works  of  the  writers  whose 
names  are  most  frequently  mentioned  in  connection  with  the 
theory  we  are  discussing.  One  sentence  of  brilliant  criticism  in  a 
letter  fitun  Home,  capable,  in  Economics  as  in  Philosophy,  of  so 
much  more  than  be  accomplished,  passed  unheeded.  He  doubted 
whether  rent  could  form  part  of  the  price  of  com.  The  next  year 
a  note  appended  to  a  pamphlet '  on  the  Com  Liaws,  by  Dr.  James 
Anderson,  showed  that  he  was  not  alone  in  his  suspicion.  In 
this  passage  the  essential  principle  of  rent  is  stated  with  a  terse 
lucidity  which  has  not  been  excelled  in  any  more  modem  ex« 
position.  A  final  and  complete  statement,  however,  it  is  not, 
inasmuch  as  it  deduces  rent  from  the  varying  fertility  of  the 
soil,  without  taking  into  conKidcration  the  complcmcntal  tnith 
that  it  might  also  arise  by  reason  of  the  action  of  the  law  of 
Diminishing  Retum.  But  this  defect  cannot  be  held  to  account 
for  the  want  of  attention  experienced  by  tliis  exposition  of  a 
new  doctrine.  That,  more  likely,  is  to  be  sought  in  the  absence 
of  interest  in  the  question  at  the  time,  coupled  with  the  natural 
inconspiatousness  of  matter  relegated  to  the  position  of  a  foot- 
note in  a  treatise,  a  chief  part  of  which  is  occupied  by  technical 
details.  But  whatever  the  cansc,  it  is  certain  that  obscurity  was 
its  fate,  and  that  it  escaped  the  notice  of  the  two  writers.  Sir 
Edward  West  and  Malthus,  to  whom  Ricardo  avows  his  own 
indebtedness. 

Any  doubt  as  to  the  particular  writer  to  whom  he  considered 
that  he  owed  most  is  easily  set  at  rest  by  a  reference  to  ne 
£Mmg  am  ike  in/fuence  of  a  Low  Price  of  Corn^  where  Malthus  is 
the  sole  object  of  mention.  So  full  and  free  are  the  acknowledg- 
ments, both  here  and  in  the  main  treatise,  that  one  critic  has  been 
led  to  consider  them  marks  of  Ricardo*s  generosity  as  an  author ; 
for,  as  he  urges  with  some  show  of  reason,  the  instances  of  diffe- 
rence between  the  theories  of  the  two  are  more  conspicuous  than 
instaneas  of  agreement.     They  are  certahily  so  important  that 
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it  ma/  be  taid  with  juttiee  that  Ricardo's  teaching  reaemUes 
that  of  West,  whote  worlc  he  had  read  before  the  publicatioa  of 
the  PrineipleM^  far  more  nearly.  Thia  Utter  writer  givea  a  very 
clear  cxpoaition  of  the  cooseqaenoet  of  both  the  d^tnence  of 
fertility  and  the  law  of  Diminishing  Return,  and  though  hia  Ian* 
guage  in  not  quite  to  explicit  with  reference  to  the  fint  great 
principle,  any  lack  of  emphasia  only  ariaet  firem  the  fact  that  it 
formed  too  ftindamental  a  part  of  hia  theory  to  appear  to  require 
remark.  This  ooncluaion  is  amply  justified  by  the  language  he 
employs  in  the  pamphlet  *  which  he  published  in  1 826.  The  posi- 
tion of  Malthus  cannot  be  dismissed  in  so  summary  a  manner. 
He  warered  between  two  opinions,  now  giring  promineoce  to 
one,  now  to  another.  Thus  of  the  three  causes  which  be  assigns 
for  rent,  two  are  those  which  wo  have  already  come  in  contact 
with  in  the  works  of  the  Physiocrats  and  in  the  pages  of  Adam 
Smith.  But  then  he  attempts,  in  some  places  at  least,  to  modify 
these  down.  Thus,  though  he  treats  the  fertility  of  Uie  soil  in 
producing  more  than  is  needed  to  maintain  and  replace  the  labour 
and  capital  required  for  its  cultivation  as  the  primary  cause  of 
rent,  he  admits  that  in  certain  instances  land  may  be  cultivated 
when  incapable  of  rent.  Again,  while  the  second  cause  lies  in 
the  power  of  com,  etc.,  to  create  its  own  demand,  there  are 
cases  where  com  land  will  not  pay  a  rent,  despite  the  opinion  of 
Adam  »Smith  to  the  contrary.  The  third  cause  is  the  difference 
between  the  soils  and  the  difference  between  the  returns  made  to 
successive  doses  of  capital.  But  the  importance  of  this  cause,  so 
far  as  Malthus  is  concemed,  is  seriously  affected  by  his  treatment 
of  rent  in  a  later  work,'  where  he  deliberately  asserts  that  the 
existence  of  such  difference  is  by  no  means  necessary  to  tlie 
creation  of  rent  The  individual  tenability  of  the  first  two 
causes  which  he  alleges  has  been  sufficiently  canvassed  by 
Ricardo  and  others  to  enable  us  to  omit  any  discussion  of  them 
here,  but  a  few  words  must  be  devoted  to  the  assertion  finally 
referred  to.  He  says,  speaking  of  the  production  of  rent,  that 
all  that  is  necessary  to  produce  these  effects  is  the  existence  of 
the  two  first  causes  of  rent  formerly  mentioned,  with  addition  of 
limited  territory  or  a  scarcity  of  fertile  land.  To  bring  his 
attitude  fully  into  view,  we  must  notice  the  two  illustrations 
he  adopts.     In  the  first  there  is  to  be  an  abundance  of  veiy 

I  "  PriN  or  Con  Md  WofM  of  Ubow.**  tte.,  pp.  9T.  M. 
s  "  PriatiplM  or  PolitkAl  KcwMMjr,"  Mvtioa  v.,  pp.  ST*  M. 


PI 


Ivi  iirrRODUcroRT  ebsav. 

of  tqul  fertili^  wad  jielding  eqiiil  reiunu  to 
iw%  dotes  of  capiuL  The  Mtamptioiis  «ro  remaric- 
£qiioUj  to  Um  eooduf ioDi  based  oo  tbein.  Lead  will 
elwmjs  prodnee  a  siurpliis.  Despite  the  quantitj  produced, 
|iiod«  as  crealii^  its  own  demand*  will  alwajs  have  Talue,  and 
ihcrdbffo  proliu  and  wages  will  fall,  and  rent  will  exist,  and  not 
cslj  csistt  but  eontinQe  lo  rise.  The  second  case  is  the  cooTerse* 
The  asMont  of  capital  which  can  be  employed  oo  the  soil  is 
imiled,  the  retuni  to  each  dose  inTariable.  Then,  as  demand 
will  alwmjs  exeeed  snpplj,  there  will  alwajs  be  a  surplus  OTcr 
coal  of  ptodoctioa,  and  therefore  there  will  alwajs  be  a  rent 
As  lUs  is  not  the  place  to  discuss  the  theories  maintained  bj 
Mslfhns,  onljtwo  remarks  can  be  made.  The  first  is, that  these 
aiiwm|ilinBi  of  equal  fertility  and  inrariable  return  introduce  a 
Wpelesslj  UBtme  element  into  the  question.  The  second,  that 
sack  czpressioos  it  is  impossible  to  identifj  the  teach- 

I  of  Malthas  with  that  of  Ricardo.  No  doubt  the  latter  was 
me  measure  to  Malthus,  but  his  indebtedness  was 
thai  of  the  man  who  siflcd  out  the  right  from  the  wrong.  At 
the  lowett  estinuUe,  he  was  p«isseised  of  the  abiiitj  and  patience  to 
uararel  the  intricate  web  of  true  theorj  and  mistake  so  zealouslj 
inter  a  oven.  This  task  he  achieved  bj  reason  of  his  firm 
adherence  to  the  interpretation  he  given  of  value  as  a  ratio. 
Bat  this  conception  was  one  which  Malthus  never  tboroughlj 
grasped.  And  jet  how  important  it  is.  On  it  depends  the  problem 
of  distribution  for  its  solution ;  on  it  rests  the  correct  know* 
ledge  of  the  relatMMis  existing  between  prices  and  remuneration. 
Unlike  Malthus,  then,  unlike  anj  of  his  predecessors,  Ricardo  ad- 
dressed himself  steadfastlj  to  the  question  of  the  relation  between 
Rent  and  Value.  It  is  through  this  difiference  of  attitude, 
involving  as  it  did  sjnthetic  treatment,  rather  than  through  any 
originalitj  in  detail,  that  he  holds  the  position  he  does,  as  the 
great  exponent  of  the  theorj  of  Rent 

S6.  In  the  third  place,  the  attitude  assumed  and  the  progress 
achieved  bv  Ricardo  in  treating  of  the  subject  of  foreign  trade, 
requires  some  few  remarks.  And  jet  it  is  almost  unnecessarj 
to  do  BBore  than  emphasise  the  criticisms  which  have  been  passed 
bj  certain  previous  writers.  The  progress  achieved  is  so  defirtite 
and  so  important  It  amounts,  in  fact  to  a  whoUj  new  depar- 
tare,  so  Ihr  as  the  scientific  consideration  of  the  subject  is  con- 
ecned.  In  this  instance  Ricardo  had  to  find  the  straw  as  well 
aa  to  maka  the  bricka.     This  has  been  pointed  out  bj  Professor 
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BMtable,  who  remarks  tvj  aplty,  that  Rieardo*s  trefttmeot  it  ma 
eha>oratiooof  three  hriefpropofitioiii,  which  can  b«  stated  in  his 
own  langaage. 

(1)  ~No  extension  of  foreign  trade  will  immediatelj  inerease 
the  amount  of  ralue  in  a  coontiy,  although  it  will  mj  power* 
fiillj  contribute  to  increase  the  mass  of  eommodities  and  thereftte 
the  sum  of  cigojments.'*  * 

(3)  **The  same  rule  which  regnlates  the  rdativo  value  of 
commodities  in  one  countiy,  does  not  regulate  the  relative  value 
of  the  commodities  exchanged  between  two  or  more  eountries.*" 

(3)  **  Gold  and  silver ...  are  by  the  competition  of  eommeree 
distributed  in  such  proportions  amongst  the  diffurent  eountries 
of  the  world  as  to  accommodate  themselves  to  the  natural  traffie 
which  would  take  place  if  ...  the  trade  between  the  countries 
were  purely  a  trade  of  barter.**  * 

To  the  student  of  our  time  these  propositions  probablj  seem 
little  other  than  somewhat  bald  and  imperfect  statements  of  the 
principles  which  he  regards  as  Ijing  at  the  foundation  of  the 
tbeorj  of  forci;rn  trade,  but  to  rightljr  gauge  Ricardo*s  merits  we 
must  regard  this  universality  of  acceptance  in  itself  as  a  testimony 
to  the  scientific  position  of  the  man  who  first  formulated  them. 
From  the  point  of  view  of  an  economic  theoristi  it  is  almost 
impossible  to  overrate  the  importance  of  the  step  thus  taken. 
Before  Ricardo  all  was  confusion,  after  him  it  was  possible  to 
regard  the  question  of  international  value  as  a  particular  case  of 
the  general  problem  of  value.  It  became  posnible,  because  the 
causes  of  difference  between  the  laws  regulating  internal  and 
international  exchange  had  been  defined.  The  Law  of  Com- 
parative Cost  was  a  great,  if  not  Ms  great,  discovery  made  by 
Ricardo. 

37.  In  the  foregoing  pages  I  have  endeavoured  to  indicate  as 
briefly  as  possible  the  nature  of  the  task  which  engaged  Ricardo*s 
attention,  and  the  advance  he  made  on  the  theories  of  his  prede- 
cessors. He  stands  in  a  unique  position.  Despite  the  manifest 
faults,  which  have  been  freely  commented  on,  he  did  more  than  any 
other  man,  with  the  solitary  exception  of  Adam  Smith,  to  render 
possible  a  systematic  study  of  economics.  The  difference  between 
the  two  writers  is  great.  Smith  collected  material,  and  did  what 
he  could  to  interpret  his  various  data  by  means  of  the  theories  of 
earlier  writers.     So  far  as  pure  theory  was  concened  he 
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V«i  little  acbuiee,  m  may  be  reedilj  teen  by  a  stndj  of  the 
ether  writen  of  his  centorj.  On  the  other  huid,  he  did  much 
for  trve  theoiy  bj  the  diligence  with  which  he  compared  the 
▼wiooi  Tiewa  taken  bj  his  contemporaries  and  his  predecessors, 
as  alM  bj  the  critical  test  of  fact  to  which  he  subjecU  them. 
The  importanee  of  the  work  performed  bj  Ricardo  is  altogether 
dMeienk  He  took  the  data  of  othem,  bat  developed  and  origi- 
■ated  theoiy,  basing  his  considerations  on  certain  assumptions. 
Tboa  he  mMj  be  said  to  hare  completed  the  work  which  Adam 
Smith  began.  Unlike  the  latter,  he  never  lost  his  way  among 
hii  &ets ;  he  mcnres  onward  steadDj  and  dexterously.  It  may 
he  dovbted  whether  the  work  he  performed  was  of  great  value. 
Aa  an  achievement  in  the  development  of  theory  it  is  of  the  very 
highest  Older.  In  his  works  we  find  for  the  first  time  a  definite 
leletioo  of  the  relations  existing  between  price  and  remanera- 
tioo;  foreign  exchange,  that  great  mystery  of  the  past,  is  ex- 
hibited in  parallel  with  domestic  exchange ;  the  Uw  of  rent  is 
developed  and  re-stated;  the  connection  between  wages  and 
profits,  so  far  as  the  apportionment  of  value  is  concerned,  indi- 
cated ;  while  in  addition  he  strives  to  shadow  forth  the  nature 
of  the  future  development  of  economic  life,  granted  the  perma- 
nence and  universality  of  the  assumptions  which  he  makes.  Such 
was  the  work  he  accomplished. 

is.  But  it  is  nrp:ed  that  his  deductions,  based  on  imperfect 
■Mumptions,  have  le<l  to  unforeseen  and  disastrous  conclusions. 
The  BBodem  ^»cialistic  schools,  we  are  told,  base  themselves  on 
Ricardo.  It  is  quite  true.  They  do,  and  that  they  do  so  justly 
we  are  assured  by  writers  who  ought  to  know  better.  As  a 
matter  of  fa^t,  their  claim  is  based  on^  series  of  misunder- 
standings. iXLhen  Ricanio  speaks  of  labour  as  regulating  value 
in  the  long  run  by  means  of  competition,  they  internret  him  un 
attribating  to  labour  the  power  of  creating  valuoA  When  he 
speaks  of  labour  with  a  capital,  inchuling  under  it  the  exer- 
tion of  capital,  they  speak  of  labour  with  a  small  initial,  meaning 
plain  toil,  often  plain  manual  toil.  When  he  introduces  the 
important  modification  conscc^uent  on  alterations  in  the  Standard 
of  Comfort  into  the  law  of  wages  tbey  omit  the  modification, 
and  often  cite  his  authority  to  justify  what  he  denied.  These 
eorrectioos,  and  they  are  important  ones,  have  to  be  made  before 
thej  can  bring  their  teaching  into  harmony  with  that  of  the 
gr^  master  of  theory.  Suppose  them  made,  suppose  a  theory 
eoUective  in  character,  socialistic  in  namc^  logically  based  on  t]he 
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economic  theory  ibrmiilAted  bj  Rkardo.  What  then?  If  H  be 
valid  in  itself,  it  will  not  invalidate  his  conclusions.  If  it  be 
lilcely  to  promote  the  general  well-being  of  the  nation,  who  would 
discoss  it  more  readilj  than  he  would  have  done,  who  voted  in 
a  minorit^r  of  sixteen  for  the  consideration  hj  a  committee  of 
^1  Owen*B  scheme,  despite  his  disbelief  in  its  practicabili^ ;  who 

was  relied  on  bj  Hume  for  assistance  on  the  committee  whose 
it  recommendations  issued  in  the  removal  of  the  stringent  enact- 

?  ments  against  combinations  among  woricmen.  If  it  were  true,  who 

*:  would  acknowledge  its  truth  more  franlclj  than  he,  to  whom,  in 

the  words  of  a  Iceen  observer,  '*  it  seems  quite  indifferent  whether 
jou  find  the  tnith  or  whether  he  finds  it,  provided  it  be  found.** 
To  those  who  have  carefullj  studied  Ricardo*s  character,  as 
I  i  expressed  both  in  his  own  publications  and  in  his  letters,  these 

remarks  will  not  appear  mi^udged.  There  was  much  that  was 
lacking,  much  that  was  imperfect,  but  despite  his  man/  disad- 
vantages and  imperfections,  strong  sincerity  and  intellectual  fear- 
lessness are  conspicuous  in  all  that  he  wrote. 

It  roaj,  indeed,  be  said  that  he  owed  much  to  himself  but  little 
to  his  circumstances.  He  was  taken  from  school  at  an  earl/  age, 
and  obliged,  b/  reason  of  a  religions  difference  with  his  father,  to 
adopt  a  position  of  independence  at  a  time  when  he  should  have 
been  undergoing  that  academic  training  which  would  have  been  so 
useful  to  him  in  afler  life.  His  practical  exertions  met  with  rare 
success,  and  with  a  fortune  made,  he  turned  himself  to  stud/. 
At  last,  and  as  it  would  seem,  by  a  happ/  accident,  he  was  led  to 
tlie  consideration  of  that  branch  of  learning  to  which  in  chief  he 
devoted  bis  remaining  years.  The  perusal  of  Adam  Smith  was 
the  birth  of  his  intellectual  life.  He  had  found  his  work. 
Thenceforth  his  interest  lay  in  the  pursuit  of  economic  studies. 
His  training  had  been  peculiar.  Naturally  gided  with  intellec- 
tual tenacity,  his  firm  grasp  was  rendered  still  firmer  by  an  expe- 
rience gained  amid  the  fluctuations  of  the  Exchange,  which  had 
taught  him  to  defy  interruption,  and  to  retain  a  firm  hold  on 
certain  principles  despite  temporary  changes  in  aspect  It  was 
due  partly  to  this,  but  partly  to  his  own  independent  originality, 
that  his  treatment  of  economic  questions  is  more  rigidly  imper- 
sonal, more  fully  scientific  in  form,  than  that  of  any  of  his  con- 
temporaries. He  develops  principles  and  deals  with  forces  in  ao 
rigid  a  manner,  that  those  who  have  been  led  to  regard  Political 
Economy  as  a  study  half  sentiment  and  half  fact  have  termed 
him  cynical  and  callous.    This  misinterpretation,  ui^justifiable  aa 
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H  it  in  ittelf  when  applied  to  tcienttfic  work,  is  ■nfltcientlj  rebutted 
hj  kk  letters.     It  ii  detlt  with  elsewhere. 

But  it  maj  perhaps  be  niged  that  his  peculiar  bent  of  mind 
led  him  to  join  in  the  blind  worship  of  competition  practised  bj 
the  sBaQ  group  of  thinkers  who  rerolred  round  Bentham.  Thiji 
again  ia,  I  think,  a  mistake.  His  scientific  mind  rarelj  allowed 
Urn  to  pats  from  the  explanatory  to  the  hortatory  mood.  And 
when  he  tnma  to  the  consideration  of  the  condition  of  the 
Tarioos  daases,  he  rarely  does  more  than  attempt  to  define  what 
ke  eonnders  to  be  the  results  of  particular  causes.  Thus  he  is, 
at  aay  rate,  no  mdvoeaie  of  a  laissex  /aire  policy.  He  sees  that, 
by  reason  of  the  condition  of  existing  competition,  the  residts  of 
energy  on  the  part  of  the  labourers  may  in  some 
benefit  their  employers  rather  than  themselres,^  while 
kis  remarks  on  the  stationary  state  in  his  letters  (pp.  188-191) 
show  kow  readily  and  how  frankly  he  turned  to  the  consideration 
af  a  coodiUon  of  things  when  interest  would  cease  to  be  paid. 
When  he  says  that  the  regulation  of  wages  must  be  \e(i  to  the 
■larket,  he  means  that  it  is  useless*  for  the  GoTcmment  to  cndea- 
Toor  to  fix  certain  rates,  as  had  been  attempted  in  the  past ;  but 
so  &r  as  I  can  see  he  oppresses  no  adrcrsc  opinion  on  tbo 
sdrisability  of  State  regulation  of  the  conditions  of  industry. 
The  great  diflerence  between  Ricardo  and  scientific  Socialists, 
such  as  Rodbertus,  is  to  be  sought  not  on  such  a  point  an  this, 
but  in  the  opinions  they  respectirdy  maintain  as  to  the  conditions 
existing  between  Population,  Production,  and  Wages,  and  the 
importance  of  interest  in  stimulating  the  accumulation  and 
employment  of  capital. 

But  these  are  two  rery  important  questions.  They  require 
nrestigation,  not  so  much  critical  as  inductiyo  and  historical. 
Soch  inrestigations  would  be  uRcful,  because  wo  require  to  test 
the  Talidiiy  of  the  premises  assumed  by  Ricardo  rather  than  the 
eogency  of  his  reasoning.  To  the  examination  of  this  latter 
Mttck  criticism  has  been  directed,  witli  results  without  doubt 
beneficial,  since  by  its  means  the  points  requiring  further  inves- 
l%af  ion  hare  been  brought  into  clear  relief.  On  the  whole,  they 
at«  fairly  apparent  finom  a  carefid  study  of  Ricardo*s  own  words. 

As  has  been  already  said,  the  relations  between  interest  and 
tW  aceomulation  of  capital  are  touched  on  but  lightly  by  Ricardo, 

I  ** Lcttm,"  p.  Uti  rf.  his HupCft m  Wmfm  uid  /VfCff. 
■  Bh  mC«  m  pifv  S3  MMM  «ha'«i  U  iwdkmU  •  dt»>|ffet»wit  with  Bmtkmmm  — 
r9likm  Qtf ■■■■■■I  im  namrimf  lusw  §tjmrmtmtmi  kirtik'p. 
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who  does  little  more  than  intimate  liit  genenl  belief  that  tiie 
pajmeot  of  interett  it  neoeueij  to  tbe  eccnmnlation,  or  what  we 
might  call  the  employment  of  capitaL 

In  the  diAcuMion  of  the  other  matter  be  goee  into  moeh  greater 
detail.  Let  ne  premiae  an  increase  in  the  prodooe  and  eee  wlttt 
will  happen.  Acoording  to  Bicardo,  there  are  three  conraee 
possible. 

In  the  first  place,  this  general  increase  maj  be  accompanied  bj 
a  rise  in  the  cost  of  the  necessaries  of  th?  labourers.  In  this  case, 
granted  the  rise  be  considerable,  the  proportion  of  the  produce 
taken  hj  labour  will  increase.  Here  great  stress  is  laid  on  liie 
action  of  the  law  of  Diminishing  Return. 

In  the  second  place,  there  may  be  a  rise  in  the  Standard  of 
Living  or  Standard  of  Comfort  of  the  ckss  in  question,  whieh  in 
itself  tends  to  increase  the  proportion  received  in  wagea.  In 
other  words,  it  will  operate  against  influences  which  might 
diminish  that  proportion.  This  possibilitj  of  change  is  insisted 
upon  by  Ricardo  as  an  integral  part  of  his  theory  of  wages.  It  is 
overlooked  by  most  of  his  Socialist  critics. 

In  the  third  place,  an  increase  in  the  produce  may  not  benefit 
the  labouring  class,  since  it  will  continue  to  receive  the  eame 
amount,  but  not  the  same  proportion  of  the  whole.  The  tenden* 
cies  acting  thus  antagonisticiUly  are  two.  An  increase  in  wagea 
may  lead  to  an  increase  in  the  population,  and  thus  to  the  weaken* 
ing  of  the  power  of  labour  in  competition  against  capital ;  whiles 
secondly,  capital  has  normally  greater  advantages  in  the  com- 
petitive struggle  This  point,  however,  is  not  dwelt  on  by 
Ricardo,  though  he  says  enough  to  make  it  apparent  that  he 
believes  circumstances  may  operate  to  prevent  labour  obtaining 
any  or  much  advantage  from  an  increase  in  the  general  produce. 

29.  Here  then  we  have  a  general  outline,  but  before  it  can  be 
reckoned  of  much  value  we  need  not  only  proof  of  the  validity 
of  the  various  assumptions,  but  also  a  determination  of  thie 
limits  within  which  the  tendencies  denoted  act,  since  in  many 
instances  they  may  exist  at  one  and  the  same  time.  Which  in 
such  cases  will  prove  the  strongest  ? 

Enough,  however,  has  been  said.  Ricardo  formulated  a  theory 
which  required  careful  examination  by  the  light  of  fact.  That^ 
however,  is  exactly  what  it  has  not  received.  It  has  been  abused, 
criticised,  and  eulogized,  but  as  yet  few  attempts  have  been  made 
toward  its  serious  investigation.  Ricardo,  we  are  told,  is  a 
deductive  reasoner.    That  is,  he  did  his  own  work  and  did  not 
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POLITICAL  ECONOMY  AND 
TAXATION. 


AUTHOR'S  PREFACE. 

nPHE  produce  of  the  earth — all  that  is  deriTod  from  its 
-*-    surface  by  the  united  application  of  labour,  machineiy, 
and  capital,  is  diTided  among  three  classes  of  the  com- 
munity ;  namely,  the  proprietor  of  the  land,  the  owner  of  1 
the  stock  or  capital  necessary  for  its  cultiyation,  and  the  ) 
labourers  by  whose  industry  it  is  cultiyated* 

But  in  different  stages  of  society,  the  proportions  of  the 
whole  produce  of  the  earth  which  will  be  allotted  to  each 
of  these  classes,  under  the  names  of  rent,  profit,  and  wages, 
will  be  essentially  different;  depending  mainly  on  the  actual 
fertility  of  the  soil,  on  the  accumulation  of  capital  and 
population,  and  on  the  skill,  ingenuity,  and  instruments 
employed  in  agriculture. 

To  determine  the  laws  which  regulate  this  distribution, 
is  the  principal  problem  in  Political  Economy :  much  as 
the  science  has  been  improTed  by  the  writings  of  Turgot» 
Stuart,  Smith,  Say,  Sismondi,  and  others,  they  afford  Teiy 
little  satisfactory  information  respecting  the  natural  course 
of  rent,  profit,  and  wages. 

In  1815,  Mr.  Malthus,  in  his  "  Inquiry  into  the  Nature 
and  Progress  of  Bent,'' and  a  Fellow  of  ITniTersity  College, 
Oxford,  in  his  **  Essay  on  the  Application  of  Capital  to 
Land,"  presented  to  the  world,  nearly  at  the  same  moment, 
the  true  doctrine  of  rent ;  without  a  knowledge  of  which, 
it  is  impossible  to  understand  the  effect  of  the  progress  of 
wealth  on  profits  and  wages,  or  to  trace  satisfactorily  the 
influence  of  taxation  on  different  classes  of  the  community ; 
particularly  when  the  commodities  taxed  are  the  productions 
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rdflrmdfrtmi  the  forfiioe  of  the  earth.    Adani 
,  lad  the  other  able  writers  to  whom  I  ha^e  allndecU 
mad  haTiBf  Tiewed  eorreetlj  the  principlee  of  rent,  have,  it 
to  Me»  overlooked  man j  important  truths,  which 
lealjbediseoferedafterthesabjeotof  rent  is  thorough! j 


To  sapplj  this  defioen^,  abilities  are  required  of  a  far 
— pet  iof  cast  to  anj  possessed  bj  the  writer  of  the  follow- 
iaf  pages;  J9lk  after  having  given  to  this  subject  his  best 
csasidsralioa — after  the  aid  which  he  has  deriyed  from 
the  works  e(  the  above-mentioned  eminent  writers — and 
after  the  vafamble  experience  which  a  few  late  jears, 
i  fMts,  have  yielded  to  the  preeent  generation 
>  win  not,  he  trusts,  be  deemed  presumptuous  in  him  to 
lions  on  the  laws  of  profits  and  wages,  and  on 
the  opetrntion  e(  taxes.  If  the  principles  which  he  deems 
should  be  found  to  be  so.  it  will  be  for  others, 
able  than  himself,  to  trace  them  to  all  their  impor- 
tant consequences. 

Ths  writer,  in  combating  received  opinions,  has  found  it 
neeessary  to  advert  more  particularly  to  those  passages  in 
the  writings  of  Adam  Smith  from  which  he  sees  reason  to 
differ ;  but  he  hopes  it  will  not,  on  that  account,  be  sus- 
pected that  he  does  not,  in  common  with  all  those  who 
•draowledge  the  importance  of  the  science  of  Political 
f,  participate  in  the  admiration  which  the  profound 
:  of  this  celebrated  author  so  justly  excites. 
ne  same  remark  may  be  applied  to  the  excellent  works' 
of  IL  Say,  who  not  only  was  the  first,  or  among  the  first, 
«l  continental  writers,  who  justly  appreciated  and  applied 
the  principles  of  Smith,  and  who  has  done  more  than  all 
other  continental  writers  taken  together,  to  recommend 
the  principles  of  that  enlightened  and  beneficial  system  to 
the  natioos  of  Europe ;  but  who  has  succeeded  in  placing 
the  srisTf  in  a  mors  logical,  and  more  instructive  order; 
and  has  esriehed  it  by  several  discussions,  original*  ao* 
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curate,  and  profound.*  The  ietpect»  howerer,  whidh  the 
author  entertains  for  the  writings  of  this  gentlenuui,  hmm 
not  proTented  him  from  commenting  with  that  freedom 
which  he  thinks  the  interests  of  science  requirsb  on  such 
passages  of  the  *'  Eoonomie  Politique,^  as  appeared  at 
yariance  with  his  own  ideas.      .  ^ 

>  Chap.  XV.  pert  L  '*  Des  Debooofaie,''  eentelne,  la  pantonlar, 
tome  very  important  prindplee,  whieh  I  beUeve  were  fini  esplai&ei 
by  this  dittingiiiahed  writer. 


AUTHOR'S  ADVERTISEMENT 

TO  THK 

TfflRD  EDITION. 

T  N  this  Edition  I  hare  endeaToured  to  explain  moro  fully 
^  than  in  the  last,  my  opinion  on  the  difficult  subject  of 
Valub,  and  for  that  purpose  have  made  a  few  additions  to 
the  first  chapter.  I  have  also  inserted  a  new  chapter  on 
the  subject  of  Machinbbt^  and  on  the  effects  of  its  im- 
provement  on  the  interests  of  the  differont  classes  of  the 
State.  In  the  chapter  on  the  Dzstznctits  Pbopbbtibs  op 
Valub  and  Biohbs,  I  have  examined  the  doctrines  of 
M.  Say  on  that  important  question,  as  amended  in  the 
fourth  and  last  edition  of  his  work.  I  have  in  the  last 
chapter  endearoured  to  place  in  a  stronger  point  of  view 
than  before,  the  doctrine  of  the  ability  of  a  country  to  pay 
additional  money  taxes,  although  the  aggregate  money 
value  of  the  mass  of  its  commodities  should  fall,  in  oon- 
sequence  either  of  the  diminished  quantity  of  labour 
required  to  produce  its  com  at  home,  by  improvements  in 
its  husbandry,  or  from  its  obtaining  a  part  of  its  com  at  a 
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\  tnm  abRMd»  ligr  aiaaiis  of  the  ezportatum  of ' 

Aoditiet.    niis  oonndemtion  ii  of 

» M  it  TCgAids  the  question  of  the  poliejr 

the  importatioii  of  foreign  com, 

in  a  eoontiy  borthened  with  a  hea^y  fixed 

,  the  conaeqneiioe  of  an  immenae  National 

I  have  endcaToared  to  show^  that  the  ability  to 

the  groes  money  Talne  of  the 

the  net  money  value  of  the 

landlords*  bnt  on  the  money 

to  the  money  Talne 
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POLITICAL   ECONOMY  AND 
TAXATION. 

CHAPTER  I.— ON  VALUE. 

SECJTION  I. 

The  valne  <(f  a  commodity,  or  the  qtmntity  <ff  any  other  eomtmodity 
for  which  it  will  exchange,  depend*  on  the  relative  guantity  ^f^ 
labour  whieh  it  nceeteary  for  it*  produetiOn,  tuut  not  oi!  the    ( 
ffreateror  lee*  eompen*atioH  tehieh  i*  paid  for  that  labotir.  V 

§1. 

T  baa  been  observed  by  Adam  Smith,  that  "  the  word 
Value  has  two  different  meanings,  and  sometimes  ex- 
presses the  utility  of  some  particular  object,  and  some-^ 
times  the  power  of  purchasing  other  goods  which  the 
possession  of  that  object  conyeys.  The  one  may  be  called 
value  in  vse ;  the  oUier  vcdue  in  exchange.  The  things,'' . 
he  continues,  "  which  hare  the  greatest  value  in  use,  hare 
frequently  little  or  no  value  in  exchange ;  and,  on  the  con- 
trary, those  which  have  the  greatest  value  in  exchange, 
have  little  or  no  value  in  use."  ^  Water  and  air  are  abun- 
dantly useful ;  they  are  indeed  indispensable  to  existence, 
yet,  under  ordinary  circumstances,  nothing  can  be  obtained 
in  exchange  for  them.  Gold,  on  the  contrary,  though  of 
little  use  compared  with  air  or  water,  will  exchange  for  a 
great  quantity  of  other  goods. 

§  2.  Utility  then  is  not  the  measure  of  exchangeable 

t  [«  Wealth  of  Nations,  edition  by  Pro!  Nieholson,  file  1.  e.  iv. 
p.  12  a,  1.  41,  etc] 
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irala«»  althongli  H  it  absolutely  essential  to  it  If  a  com* 
■sodilj  mn  in  no  way  useful* — in  other  words,  if  it  could 
in  BO  way  contribute  to  our  gratification* — ^it  would  b6 
deatitiite  of  mrchangeaUe  Talue*  howerer  scaroe  it  might 
be^  or  whaterer  quantity  of  labour  might  be  necessaxj 
to  pfocure  it. 

K      ^  f  8.   Possessittg  utility,  commodities  deriye  their  ex- 
kliangcaUe  value  from  two  sources :  from  their  scarcity, 
/^nd  from  the  quantity  of  labour  required  to  obtain  them. 
{4.  There  are  some  commodities,  the  Talue  of  which  is 

^  deCarmined  by  their  scarcity  alone.  No  labour  can  increase 
the  quantity  of  such  goods,  and  therefore  their  Talue  can* 
not  be  lowered  fay  an  increased  supply.  Some  rare  statues 
and  pictures,  scaroe  books  and  coins,  wines  of  a  peculiar 
quality,  which  can  be  made  only  from  grapes  grown  on  a 
particular  soil,  of  which  there  is  a  yery  limited  quantity, 
are  all  of  this  description.  Their  Talue  is  wholly  indepen- 
dent  of  the  quantity  of  labour  originally  necessary  to 
produce  them,  and  Taries  with  the  Tarying  wealth  and 
inclinations  of  those  who  are  desirous  to  possess  them. 

These  commodities,  howcTer,  form  a  very  small  part  of 
the  mass  of  commodities  daily  exchanged  in  the  market. 
By  far  the  greatest  part  of  those  goods  which  are  the 
objects  of  desire,  are  procured  by  labour ;  and  they  may 
be  multiplied,  not  in  one  country  alone,  but  in  many, 
almost  without  any  assignable  limit,  if  we  are  disposed  to 
bestow  the  labour  necessary  to  obtain  them.' 

[•  Thii,  the  fint  limitation  introduced  by  Ricardo,  is  important, 
iaapmvch  as  it  shows  that  he  was  alive  to  the  m-ay  in  which  ralae 
will  be  detennined  under  conditions  of  scarrity.  The  class  of 
csoimodities  in  question  is  modi  larger  than  Ricardo  imagined. 
UeoMistsof-. 

(if).  Commodities,  scarce  in  themselves,  rare  stataes,  etc 

(S).  Commodities  prodaeed  by  skilled  or  monopoly  labour. 

(O.  ComsMMUUes  proilnced  by  Ubour  employed  under  par* 
Ikalarly  dtpieescd  conditions,  see  Btthm-Dawerk,  "  Capital  and 
^  (EaiJkh  traaslatioa)  pp.  )S5-3S&] 
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all  tluDgt.  €iefpting  tlioM  wUch  cannot  be 
:^  linaMA"luauiirj.  it  a^doetrinft^f  "the  utmoat 
Sa  pb£tidJ''ciodiioniy;**Ior7rom  no  sooioe  do 
aj  armJCaid^M^miicirdilkrenoe  of  opinion  in  that 
aciwcia  proceed,  aa  from  the  Tagoe  ideaa  which  are  attached 
10  the  w«d  Talne. 

If  the  qvaati^  of  kbour  realiaed  in  commodities,  regu-  ^ 
ylftte  their  eifhangeable  Talue,  erery  increaae  of  the  quantity 
/  «C  labovr  avet  aogment  the  value  of  jthat  comou^dity  on 
wUdb  it  ia  eieraeedt  as  erery  diminution  most  lower  it 
f  7.  Adam  Smith,  who  eo  accurately  defined  the  original 
\  ef  etchangeaMe  Talue,  and  who  was  bound  in  con- 
'  to  maintain,  that  all  things  became  more  or  less 
\  in  ptopottion  as  more  or  kes  labour  was  bestowed 
ea  their  psodiictioii,  has  himself  erected  another  standard 
mwsnre  ef  Tahie,  and  speaks  of  things  being  more  or  less 
vmlnablc  in  proportion  as  they  will  exchange  for  more  or  less 
oi  this  standard  measure.  Sometimes  he  speaks  of  com, 
at  other  times  of  labour,  as  a  standard  measure ;  not  the 
qmintity  of  labour  bestowed  on  the  production  of  any  object, 
bsit  the  quantity  which  it  can  command  in  the  market :  as  if 
these  were  two  equiralent  expressions,  and  as  if  because  a 
maa*s  labour  had  become  doubly  efficient,  and  he  could 
iKtrtfore  produce  twice  the  quantity  of  a  commodity,  he 
would  neoeasarily  receiTe  twice  the  former  quantity  in 
lor  it.' 


*  [Rksfd9  did  aoi,  I  think,  fsll  into  the  mistake  tometiroes 
AttfftWted  Vo  him  (f.^.,  8idgwick,  *'  Principles  of  Political 
"  ■J,*  fini  edition,  p.  10)  of  confoning  meoiinre  and  cause  of 

though  hie  language  might  at  times  snggeet  snch  a  con- 
A%  aMei,  however,  ench  confusion  would  relate  to  ex- 
valne.     Bat  erea  in  this  relation  he  expressly  says 
k  mtilitj  ie  aheelntel j  necesiary  to  exchangeable  value  though 
■■a  its  mmamt%,    hm%  for  a  full  discussion  of  this  point  see  Intro- 

*  (CI  Bwhaaaa'b  note.  Smith,  ed.  Buchanan,  1814,  vol  1. 
ft  ao^  ed.  Kirhohin,  Bk.  L  c.  v.  pp.  12  b,  16  s.] 


\ 
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If  this  indeed  were  trae,  if  the  reward  of  the  lab 
were  always  in  proportion  to  what  he  produced 
quantity  of  labour  bestowed  on  a  commoditj,  an< 
quanti^  of  labour  which  that  commodity  would  pure 
would  be  equal,  and  either  might  accurately  measur 
yariations  of  other  things :  but  they  are  not  equal 
first  is  under  many  circumstances  an  inrariable  stao 
indicating  correctly  the  yariations  of  other  things 
latter  is  subject  to  as  many  fluctuations  as  the 
modities  compared  with  it.  Adam  Smith,  after  mosi 
showing  the  insufficiency  of  a  yariable  medium,  su 
gold  and  silyer,  for  the  purpose  of  determining  the  ya 
yalue  of  other  things,  has  himself,  by  fixing  on  co 
labour,  chosen  a  medium  no  less  yariable. 

§  8.  Gold  and  silyer  are  no  doubt  subject  to  fluctua 
from  the  discoyery  of  new  and  more  abundant  mines 
such  discoyeries  are  rare,  and  their  effects,  though  p 
ful,  are  limited  to  periods  of  comparatiyely  short  dur 
They  are  subject  also  to  fluctuation,  from  improyemei 
the  skill  and  machinery  with  which  the  mines  mi 
worked;  as  in  consequence  of  such  improyemen 
greater  quantity  may  be  obtained  with  the  same  li 
They  are  further  subject  to  fluctuations  from  the  dei 
ing  produce  of  the  mines,  after  they  haye  yielded  a  t 
to  the  world,  for  a  succession  of  ages.  But  from  wh 
these  sources  of  fluctuation  is  com  exempted  P  Dm 
that  also  yary,  on  one  hand,  from  improyements  in 
culture,  from  improyed  machinery  and  implements  ui 
husbsndry,  as  well  as  from  the  discoyery  of  new  tra 
fertile  land,  which  in  other  countries  may  be  taken 
cultiyation,  and  which  will  affect  the  yalue  of  co 
eyery  market  where  importation  is  freeP  Is  i1 
on  the  other  hand  subject  to  be  enhanced  in 
from  prohibitions  of  importation,  from  increasing  ] 
lation  and  wealth,  and  the  greater  difficulty  of  ol 
ing  the  increased  supplies*  on  account  of  the  addii 
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kbonr  which  the  coltiTation  of  inferior  bade 
le? 
9.  le  not  the  Tihie  of  labour  equally  yariable ;  being 
€aly  aflected^  ae  all  other  things  are,  by  the  propor- 
ctween  the  supply  and  demand,  which  uniformly 
with  efCfy  change  in  the  condition  of  the  com- 
ft  but  also  by  the  Tarying  price  of  food  and  other 
,  OQ  which  the  wages  of  labour  are  expended? 
la  the  same  country  double  the  quantity  of  labour  may 
iiquired  to  produce  a  giyen  quantity  of  food  and 
I  at  one  time,  that  may  be  necessary  at  another, 
la  distant  time;  yet  the  labourer's  reward  may  possibly 
}  ^trj  little  diminished.    If  the  labourer's  wages  at  Om 
'  period,  were  a  certain  quantity  of  food  and  neces- 
,  he  probably  could  not  hare  subsisted  if  that  quan- 
'  had  been  reduced.    Food  and  necessaries  in  this  case 
^"^^rill  haTc  risen  100  per  cent,  if  estimated  by  the  quantity 
^9f  labour  necessary  to  their  production,  while  they  will 
^earedy  hare  increased  in  Talue,  if   measured  by  the 
^.^^quaatity  of  labour  for  which  they  will  exchange. 

The  same  remark  may  be  made  respecting  two  or  more 
countries.  In  America  and  Poland,  on  the  land  last  taken 
into  cultiration,  a  year's  Ubour  of  any  giren  number  of 
iMn,  will  produce  much  more  com  than  on  land  similarly 
circumstanced  in  England.  Now,  supposing  all  other 
aeeeesaries  to  be  equally  cheap  in  those  three  countries, 
vould  it  not  be  a  g^reat  mistake  to  conclude,  that  tht. 
quantity  of  com  awarded  to  the  labourer,  would  in  each 
country  be  in  proportion  to  the  facility  of  production  ? 

If  the  shoes  and  clothing  of  the  labourer,  could,  by 
improrements  in  machinery,  be  produced  by  one  fourth  of 
the  labour  now  necessary  to  their  production,  they  would 
probably  fall  75  per  cent;  but  so  far  is  it  from  being 
tme,  that  the  labourer  would  thereby  be  enabled  perma- 
Bsatly  to  consume  four  coats,  or  four  pair  of  shoes,  instead 
of  eas^  that  it  is  probable  his  wages  would  in  no  long  time 
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be  adjusted  bj  the  effects  of  competition,  and  the  stimnlos 
to  population,  to  the  new  yalue  of  the  necessaries  on  which 
they  were  expended**  If  these  improrements  extended  to 
all  the  objects  of  the  labourer's  consumption,  we  should 
find  him  probably  at  the  end  of  a  yery  few  yean,  in 
possession  of  only  a  small,  if  any,  addition  to  his  enjoy-  * 
ments,  although  the  exchangeable  Talue  of  those  com- 
modities, compared  with  any  other  commodity,  in  the 
manufacture  of  which  no  such  improrement  were  made, 
had  sustained  a  rery  considerable  reduction ;  and  though 
they  were  the  produce  of  a  rery  considerably  diminished 
quantity  of  labour. 

§  10.  It  cannot  then  be  correct,  to  say  with  Adam^ 
Smith,  '*  that  as  labour  may  sometimes  purehase  a  greater,  (  /[jj^ 
and  sometimes  a  smaller  quantity  of  goods,  it  is  their  j    .  ^^ 
ralue  which  varies,  not  that  of  the  labour  which  purchases  I 
them ; "  ^  and  therefore,  "  that  labour  alone  never  varying 
in  Hi  ovon  value,  is  alone  the  ultimate  and  real  standard 
by  which  the  value  of  all  commodities  can  at  all  times  and 
places  be  estimated  and  compared ; " ' — but  it  is  correct  to\    / 
jMty,  as  Adam  Smith  had  previously  «i.i<T.  **  tliftt.  tha  pm.  1/ 
portion  between  the  quantities  of  labour  necessary  forV^ 
acquiring  different  objects  seems  to  "Be  the  only  circum"!] 
stance  which  can  afford  any  rule  for  exchanging  them  fcSL-. 
one  anoxher ;  "  *  or  inoiher  words,  that  it  la  t¥e  oompara-y 
tive  quantity 'of  commnditifts  whinh  labour  will  produce,  f 
♦KiLf.  fiAf/>rmin^flt  f.liPir  prpgAnf  or  p^.  relative  valuc.  and  ^l 
not  the  comparative  quantities  of  commodities,  which  ajne  l 
given  to  the  labourer  in  exchange  for  his  labour.  J 

[§  ll.V  If  any  one  commodity  coma  be  touna,  which  now 
and  at  all  times  required  precisely  the  same  quantity  of 

>  [Bk.  1.  c  V.  14  a.    Quotation  bnly  substantially  correct.] 

*  [See  above.] 

*  [This  possai^,  contained  in  first  and  second  editioos,  is  omitted 
from  the  third.    Here  it  is  restored.] 
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to  prodnee  it*  that  oommodity  would  be  of  an 
ndiie»  and  would  be  eminentlj  uiefol  as  a 
i  bj  which  the  Tariataont  of  other  things  might  be 
Of  such  a  commoditj  we  hare  no  knowledge 
csoBseqnentlj  are  unable  to  fix  on  any  standard  of 
It  is*  howerer,  of  considerable  use  towards  attain- 
eorred  theoiy,  to  ascertain  what  the  essential 
of  a  standard  are,  that  we  may  know  the  causes 
e(  the  ?ariatioQ  in  the  idatiye  Talue  of  commodities  and 
thai  we  aaj  be  enabled  to  calwilate  the  degree  in  which 
tksy  are  likelj  to  operate.] ' 

I  It.  Two  commodities  Tary  in  relatiTe  ralue,  and  we 
wish  to  know  in  which  the  Tariation  has  reall j  taken 
place.  If  we  compare  the  present  yalue  of  one,  with 
storkings,  hats,  iron,  sugar,  and  all  other  com- 
we  find  that  it  will  exchange  for  precisely  the 
nme  qoantitj  of  all  these  things  as  before.  If  we  compare 
the  other  with  the  same  commodities,  we  find  it  has  Taxied 
with  respect  to  them  all:  we  maj  then  with  great  pro- 
babilitj  infer  that  the  Tariation  has  been  in  this  com- 
moditj. and  not  in  the  commodities  with  which  we  haTe 
eompared  it.  If  on  examining  still  more  particular!/  into 
aQ  the  circumstances  connected  with  the  production  i  < 
Tarious  commodities;  wo  find  that  preciselj  the 
I  quantitj  cf  labour  and  capital  are*  necessarj  to  the 
preduction  of  the  shoes,  stockings,  hats,  iron,  sugar,  etc ; 
bat  that  the  same  quantitj  as  before  is  not  necessarj  to 
pfodoce  the  single  commoditj  whose  relatiTe  Talue  is 
altered,  probabilitj  is  changed  into  certaintj,  and  we  are 
mam  that  the  Tariation  is  in  the  single  commoditj:  we 
then  discorer  also  the  cause  of  its  Tariation. 

If  I  found  that  an  ounce  of  gold  would  exchange  for  a 
leas  quanti^  of  all  the  commodities  aboTe  enumerated, 
and  manj  othen ;  and  if,  moreoTer,  I  found  that  bj  the 
of  a  new  and  more  fertile  mine,  or  bj  the 
•CGLIM.    BT«iifUfgersa^jreq«irtd.l  *  [Sie,] 
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emploTmeiit  of  machinexy  to  great  adTantage,  a  girei 
quantitj  of  gold  could  be  obtained  with  a  leas  quantitj  o 
labour,  I  should  be  justified  in  saying  that  the  cause  o 
the  alteration  in  the  Talue  of  gold  relatirely  to  other  com 
modities»  was  the  greater  fadli^  of  its  production*  or  th 
smaller  quantity  of  labour  necessary  to  obtain  it  In  lilc 
manner,  if  labour  fell  rexy  considerably  in  Talue,  relatiTet 
to  all  other  things,  and  if  I  found  that  its  fall  was  in  con 
sequence  of  an  abundant  supply,  encouraged  by  the  grea 
facility  with  which  com,  and  the  other  necessaries  of  thi 
labourer,  were  produced,  it  would,  I  apprehend,  be  correc 
for  me  to  say  that  com  and  necessaries  had  fallen  in  nlw 
in  consequence  of  less  quantity  of  labour  being  necessar; 
to  produce  them,  and  that  this  facility  of  proriding  for  th 
support  of  the  labourer  had  been  followed  by  a  fall  in  th< 
value  of  labour.  No,  say  Adam  Smith  and  Mr.  Malthui 
in  the  case  of  the  gold  you  were  correct  in  calling  it 
Tariation  a  fall  of  its  value,  because  com  and  labour  hac 
not  then  varied;  and  as  gold  would  command  a  lea 
quantity  of  them,  as  well  as  of  all  other  things,  thai 
before,  it  was  correct  to  say  that  all  things  had  remainec 
stationary,  and  that  gold  only  had  varied ;  but  when  con 
and  labour  fall,  things  which  we  have  selected  to  be  ou] 
standard  measure  of  value,  notwithstanding  all  the  varia 
tions  to  which  we  acknowledge  they  are  subject,  it  woulc 
be  highly  improper  to  say  so ;  the  correct  language  will  hi 
to  say,  that  com  and  labour  have  remained  stationary,  an( 
all  other  other  things  have  risen  in  value. 

Now  it  is  against  this  language  that  I  protest  I  fin< 
that  precisely,  as  in  the  case  of  the  gold,  the  cause  of  thi 
variation  between  com  and  other  things,  is  the  smalle: 
quantity  of  labour  necessary  to  produce  it  ftud  therefore 
by  all  just  reasoning,  I  am  bound  to  call  the  variation  a 
com  and  labour  a  &11  in  their  value,  and  not  a  rise  in  tin 
value  of  the  things  with  which  they  are  compared.  If  ] 
have  to  hire  a  labourer  for  a  wedc,  and  instead  of  tei 
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|^liii|i  I  paj  lum  eight,  do  Tariatian  baTing  taken  place 
^  tti  Tafaie  of  momjf  tbe  labourer  can  probaU j  obtain 
^^  food  and  ncotiiiriiii,  with  hit  eight  thillingt,  tiian 
Wbiioie  obtained  for  ten:  but  this  is  owing,  not  to  a  rise 
^  Urn  real  Tahie  of  his  wages,  as  stated  hj  Adam  Smith, 
iid  BMre  recsndy  by  Mr.  Malthas,  but  to  a  fall  in  the 
nhs  of  the  things  on  which  his  wages  are  expended, 
iUags  perCseily  distinet ;  and  yet  for  calling  this  a  fall  in 
ihe  real  valne  of  wages,  I  am  told  that  I  adopt  new  and 
language  not  reconoileable  with  the  tme  prin- 
e  of  the  science.*  To  me  it  appears  that  the  nnnsoal 
indeed,  inconsistent  language,  is  that  used  bj  mj 


Suppose  a  labourer  to  be  paid  a  bushel  of  com  for  a ' 
week's  work,  when  the  price  of  com  is  80t.  per  quarter, 
and  thai  he  is  paid  a  bushel  and  a  quarter  when  the  price 
fiUs  to  40e.  Suppose,  too,  that  he  consumes  half  a  bushel 
of  com  a  week  in  his  own  familj,  and  exchanges  tbe 
remainder  for  other  things,  such  as  fuel,  soap,  candles, 
tsa,  sugar,  salt,  etc,  etc ;  if  the  three-fourths  of  a  bushel 
w^tk  will  remain  to  him,  in  one  case,  cannot  procure  him 
as  much  of  the  abore  commodities  as  half  a  bushel  did  in 
the  other,  which  it  will  not|  will  labour  hare  risen  or  fallen 
in  ndue?  Bisen,  Adam  Smith  must  say,  because  his 
standard  is  com,  and  the  labourer  receives  more  com  for 
a  wedc's  labour.  FaDen,  must  the  same  Adam  Smith 
saj,  **  because  the  ralue  of  a  thing  depends  on  the  power 
of  purAasing  other  goods  which  the  possession  of  that 
object  eonyejs.^*  and  labour  has  a  less  power  of  purchas- 

*  (▼•  F  Si.  aels.1  *  [SabstaatlaUy  Bk.  L  e.  t.  p^  II  a.] 
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SECTION  n. 

Labour  ^difemU  ^ualUia  difermiljf  rewarded,    Tkie 


na  eauee  1 


§  18.  In  speaking,  howerer,  of  labour,  as  being  tba 
foundation  of  all  Talue,  and  the  relatire  quantity  of  labour 
as  almost  exdusirely  determining  the  relatiTe  Talue  of 
commodities,  I  must  not  be  supposed  to  be  inattenti^  to 
the  different  qualities  of  labour,  and  the  difficulty  of  com- 
paring an  hour's  or  a  day's  labour,  in  one  emplqjment, 
with  the  same  duration  of  labour  in  another.  The  estisuu 
tion  in  which  different  qualities  of  labour  are  held,  comes 
soon  to  be  adjusted  in  the  market  with  sufficient  precision 
for  all  practical  purposes,  and  depends  much  on  the  coni- 
paratire  skiirbf  the  Ubourer,  fwd  intensitjjjtlJhe  labour 
performed.'  The  scale,  when  once  formed,  is  liable  to 
litCIe~  variation.  If  a  daj's  labour  of  a  working  jeweller\ 
be  more  valuable  than  a  day's  labour  of  a  common! 
r  %j  labourer,  it  has  long  ago  been  adjusted,  and  placed  in  its  \ 

r  r     '  proper  position  in  the  scale  of  value.*  J 

*  "  But  though  labour  be  the  real  measure  of  the  exchangeable 
value  of  all  conimodities,  it  is  not  that  by  which  their  value  is 
commonly  estimated.  It  is  often  difficult  to  ascertain  the  pro- 
portion between  two  different  quantities  of  labour.  The  time 
spent  in  two  different  sorts  of  work  will  not  always  alone  deter- 
^!  {J  mine  this  proportion.    The  different  degrees  of  hardship  endured, 

J;    ,  and  of  ingenuity  exercised,  must  likewise  be  taken  into  account. 

There  may  be  more  labour  in  an  hour's  hard  work,  tlian  in  two  hours* 
easy  business ;  or,  in  an  hour's  application  to  a  trade,  which  it  costs 
ten  years'  labour  to  learn,  than  in  a  month's  industry  at  an  ordi* 
Iv  nary  and  obvious  employment.    But  it  is  not  easy  to  find  any 

accurate  measure,  eiUier  of  hardship  or  ingenuity.  In  exchanging, 
indeed,  the  different  productions  of  different  sorts  of  labour  for  one 
another,  some  allowance  is  commonly  made  for  both.  It  is 
adjusted,  however,  not  by  any  accurate  measure,  but  by  the 
higgling  and  bargaining  of  the  market^  according  to  that  sort  of 
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la  fwiMTJitg,  tlierefore»  the  Talua  of  the  tame  com- 
■ttilH/,  ai  dUbmt  periods  of  time,  the  oonsidention  of 
tW  eoapanii^  skiD  and  intensitj  of  labour,  required  for 
tktti  paitinilar  eomnodi^,  needs  scarcely  to  be  attended 
taw  aa  it  operates  equally  at  both  periods.  One  description 
aC  labour  at  ooe  time  is  compared  with  the  same  descrip- 
tiam  of  kboar  at  another;  if  a  tenth,  a  fifth,  or  a  foortht 
added  or  taken  away,  an  effect  proportioned  to 
wiU  be  prodnced  on  the  relatire  Taloe  of  the 


U  a  piece  of  doth  be  now  of  the  Taloe  of  two  pieces  of 
Bbsb*  and  if,  in  ten  years  hence,  the  ordinary  Talue  of  a 
fieee  ef  doth  should  be  four  pieces  of  linen,  we  may 
aafdy  eeaefaide,  that  either  more  labour  is  required  to 
the  doth,  or  lees  to  make  the  linen,  or  that  both 
I  haTo  operated. 
Aa  the  inquiry  to  which  I  wish  to  draw  the  reader's 
attention,  leUtes  to  the  effect  of  the  Tariations  in  the 
idatire  Taloe  of  commodities,  and  not  in  their  absolute 
Taloe,  it  will  be  of  little  importance  to  examine  into  the 
coaiparatiTe  degree  of  estimation  in  which  the  different 
kinds  ol  homan  labour  are  held.  We  may  fiurly  conclude, 
that  wj^aterer  inequality  there  might  originally  hare  been 
in  them,  whaterer  the  ingenuity,  skill,  or  time  necessary 
for  the  aoqoimnent  of  one  species  of  manual  dexterity 
I  than  another,  it  continues  nearly  the  same  from  one 
to  another ;  or  at  least,  that  the  Tariation  is 
Tory  inoonsidarable  from  year  to  year,  and  therefore^  can 
.karaiittle  effect^  Cor  short  periods,  on  the  relatiTe  Talue^of 


"The  proportion  between  the  different  rates  both  of 
and  proAt  in  the  different  employments  of  labour 
not  to  be  much  affected,  as  has  already 


fv^gh  e^oslity,  whieh  Ihoogh  not  ezsei,  is  tnffieieot  for  the  eairy* 
ii«  en  the  lieiisiii  el  oomommi  life."— IFmM  t^HaHmu,  Bk.  1. 
SL  ML    [PilHMtimst,    Bk.  I.e.  flip.  II  a.] 
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been  obeenred,  hy  the  richee  or  poirerfy,  fhe  adTinciiig^ 
8UtioDArj»  or  dedining  state  of  the  iodety.  Sueh  rerofai^ 
tioot  in  the  public  weUire»  though  thej  aileet  the  generml^. 
rates  both  of  wagee  and  profit^  must  in  the  end  aileet  them( 
equally  in  all  different  emploTments.  The  proportioii{ 
between  them  therefore  must  remain  the  same,  and* 
cannot  well  be  altered,  at  least  for  anj  considerable  time, . 
hj  any  such  rerolutions.'*  *  J 


SECTION  HL 

Not  only  the  lahour  appludimmmiiatiljfioeowmoditietafiKi^iktir 
value,  but  ike  labour  aUo  which  ii  beetawed  oa  the  imfimmmUi^ 
tools,  and  buUdinge,  vriih  which  euch  labour  is  assisted. 


•n 


§  14.  Even  in  that  early  state  to  which  Adam  Smith 
refers,  some  capital,  though  possibly  made  and  accumu- 
lated by  the  hunter  himself,  would  be  necessary  to  enable 
him  to  kill  his  game.  Without  some  weapon,  neither  the 
bearer  nor  the  deer  could  be  destroyed,  and  therefore  the 
value  of  these  animals  would  be  regulated,  not  solely  by 
the  time  and  labour  necessary  to  their  destruction,  but 
also  by  the  time  and  labour  necessary  for  proriding  the 
hunter's  capital,  the  weapon,  by  the  aid  of  which  their 
destruction  was  effected. 

Suppose  the  weapon  necessary  to  kill  the  beaver,  was 
constructed  with  much  more  labour  than  that  necessary  to 
kill  the  deer,  on  account  of  the  greater  difficulty  of 
approaching  near  to  the  former  animal,  and  the  consequent 
necessity  of  its  being  more  true  to  its  mark ;  one  bearer 
would  naturally  be  of  more  value  than  two  deer,  and 
precisely  for  tlds*  reason,  that  more  labour  would,  on  the 
whole,  be  necessary  to  its  destruction.  Or  suppose  thatl 
the  same  quantity  of  labour  was  necessary  to  make  both  | 

•  ••WealthofNatioiis,'*Bk.l.  chsp.x.[p.«Obl.         •  ISic} 

o 
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Imt  tbai  tliej  were  of  Teiy  unequal  dimUlity; 


t  «f  tke  dumble  impknient  only  ft  email  portion  of  ite  Taloe 
be  tnaeferred  to  the  oommodily,  a  mnch  greater 
i  of  Ike  ndoe  ef  the  leas  durable  implement  would  be . 
i  in  tbe  eommodity  which  it  contributed  to  produce. 
All  the  iiqdeaieoto  neceeeaiy  to  kill  the  bearer  and  deer 
■i^bi  belong  to  ooedaeeof  men,  and  the  labour  employed 
ia  their  deetmetion  mi^^t  be  fumiehed  by  another  dase ; 
elilL  their  compaiaiiTe  prieee  would  be  in  proportion  to 
the  aetnal  labour  beetowed,  both  on  the  formation  of  the 
capital,  and  on  the  deetmetion  of  the  animals.  Under 
dlBsiMit  dreomstancee  of  plenty  or  scarcity  of  ciq>ital,  as 
esipered  with  labonr,  under  different  circumstances  of 
pleaty  or  eeardty  of  the  food  and  necessaries  essential  to 
the  sopport  of  men,  thoee  who  furnished  an  equal  ralue  of 
capital  for  either  one  empbyment  or  for  the  other,  might 
have  a  half,  a  fourth,  or  an  eighth  of  the  produce  obtained, 
the  remainder  being  paid  as  wages  to  those  who  furnished 
the  labour;  yet  this  dirision  could  not  affect  the  relative 
▼ahie  ef  theee  commodities,  since  whether  the  profits  of 
capital  were  greater  or  less,  whether  they  were  50,  20,  or 
10  per  cent,  or  whether  the  wages  of  labour  were  high  or 
low,  they  would  operate  equally  on  both  employments. 

§  15.  If  we  suppose  the  occupations  of  the  society  ex- 
tended, that  some  proride  canoes  and  tackle  necessary  for 
fishing,  others  the  seed  and  rude  machinery  first  used  in 
I  agriculture,  still  the  same  principle  would  hold  true,  that 
the  eichangeaMe  value  of  the  commodities  produced  would 
v^be  in  proportion  to  the  labour  bestowed  on  their  production; 
noC  on  their  immediate  production  only,  but  on  all  those 
implements  or  machines  required  to  give  effect  to  the 
partienlar  labour  to  which  they  were  applied. 

If  we  look  to  a  state  of  society  in  which  greater  improve- 
mcnts  have  been  made,  and  in  which  arts  and  commerce 
>  we  shall  otill  find  that  commoditiee  vary  in  value 
with  this  principle:  in  estimating  the  ex- 
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changeable  Talne  of  eloekiiigit  for  emiiple,  we  ihall  find 
that  their  Taloeb  compaimtaTelj  with  other  thinga»  depends 
on  the  total  quantity  of  khmr  neoeaeaiy  to  manufacture 
them,  and  bring  them  to  market  Fint,  there  ie  the 
hkbour  neceeearj  to  coltiTate  the  land  on  which  the  raw 
cotton  is  grown;  aecondly*  the  hboor  of  con?eying  the 
cotton  to  the  conntij  where  the  atockinga  are  to  be  manu- 
factured«  which  indudea  a  p<»tion  of  the  kboor  beelowed 
in  building  the  ship  in  which  it  is  conTejed,  and  which  ia 
charged  in  the  freight  of  the  goods;  thirdly,  the  labour  of 
the  spinner  and  weaTor ;  fourthly,  a  portion  of  the  labour 
of  the  engineer,  smith,  and  carpenter,  who  erected  the 
buildings  and  machinery,  by  the  help  of  which  they  are 
made ;  fifthly,  the  labour  of  the  retail  dealer,  and  of  many 
others,  whom  it  is  unnecessary  further  to  particularise.  | 
The  aggregate  sum  of  these  Tarious  kinds  of  labour,  deter-  I 
mines  the  quantity  of  other  things  for  which  these  stock-  j 
ings  will  exchange,  while  the  same  consideration  of  the 
Tarious  quantities  of  labour  which  hare  been  bestowed  on 
those  other  things,  will  eqiially  govern  the  portion  of  them 
which  will  be  giren  for  the  stockings. 

To  convince  ourselves  that  this  is  the  real  foundation  of 
excbangeable  value,  let  us  suppose  any  improvement  to  be 
made  in  the  means  of  abridging  labour  in  any  one  of  the 
various  processes  through  which  the  raw  cotton  must  pass, 
before  the  manufactured  stockings  come  to  the  market,  to 
be  exchanged  for  other  things ;  and  observe  the  effects 
which  will  follow.  If  fewer  men  were  required  to  cultivate 
the  raw  cotton,  or  if  fewer  sailors  were  employed  in  navi- 
gating, or  shipwrights  in  constructing  the  ship,  in  which  it 
was  conveyed  to  us;  if  fewer  hands  were  employed  in 
raising  the  buildings  and  machinery,  or  if  these,  when 
raised,  were  rendered  more  ef&cient,  the  stockings  would 
nevitably  fall  in  value,  and  consequently  command  less  of 
other  tUngs.  They  would  fall,  because  a  less  quantity  of 
labour  was  necessary  to  their  production,  and  woidd  there- 
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for  a  Soulier  quantitj  of  those  thiogs  in 
I  abridgment  of  labour  had  been  made. 
17  in  ilia  nae  of  labour  nerer  &ili  to  reduce  the 
whtiTt  nJae  of  a  eommodi^,  whether  the  saying  be  in 
the  hbov  BSPsestiy  to  the  manu&ctureof  the  commodity 
itadt  or  m  thai  neeessaiy  to  the  formation  of  the  capital, 
tj  the  aid  of  which  it  is  produced.  In  either  case  the 
priee  of  sloblmtgs  would  fUl,  whether  there  were  fewer 
mem  eaiplojod  as  bleachers*  sjMnners,  and  wearers,  persons 
f  to  their  manu&cture ;  or  as  sailors* 
and  smiths*  persons  more  indirectly 
In  the  ooe  case,  the  whole  saying  of  labour 
.  fdl  00  the  storkings*  because  that  portion  of  labour 
wholly  confined  to  the  stockings;  in  the  other,  a 
ooly  would  bU  on  the  stockings,  the  remainder 
hng  applied  to  sU  those  other  commodities,  to  the  pro- 
dmetiom  o(F  which  the  buildings,  machinery,  and  carriage, 
were  subserrieot. 

Suppose  that  in  the  early  stages  of  society,  the  bows  and 
arrows  of  the  hunter  were  of  equal  yalue,  and  of  equal 
doimbility,  with  the  canoe  and  implements  of  the  fisher- 
man, boih  being  the  produce  of  the  same  quantity  of 
labour.  Under  such  circumstances  the  value  of  the  deer, 
the  produce  of  the  hunter's  day's  labour,  would  be  exactly 
•qual  to  the  ralue  of  the  fish,  the  produce  of  the  fisher- 
■Aa*s  day's  labour.  The  comparative  value  of  the  fish  and 
the  game,  would  be  entirely  regulated  by  the  quantity  of 
labour  realised  in  each ;  whatever  might  be  the  quantity 
of  production,  or  however  high  or  low  general  wages  or 
pro6ts  might  be.  If  for  example  the  canoes  and  imple- 
■MBts  of  the  fisherman  were  of  the  value  of  XlOO  and 
f  calculated  to  last  for  ten  years,  and  he  employed  ten 
,  whooe  annual  labour  cost  XlOO  and  who  in  one  day 
bj  their  labour  twenty  salmon :  If  the  weapons 
eMfJ<7twl  by  the  hunter  were  also  of  iClOO  value  and 
to  last  ten  years,  and  if  he  also  employed  ten 
Bual  labour  cost  iClOO  and  who  in  one  day 
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procured  him  ten  deer;  then  the  natonJ  price  of  a  deer 
would  be  two  eahnoiiy  whether  the  pfoportion  of  the  whole 
produce  bestowed  on  the  men  who  obtained  it,  were  hurge 
or  smaXL  The  proportion  which  might  be  peid  for  wagee^"^ 
is  of  the  utmoet  importance  in  the  question  of  profits;  for 
it  must  at  once  be  seen,  that  profits  would  be  high  or  low. 
exactlj  in  proportion  as  wages  were  low  or  high;  but  ii 
could  not  in  the  least  aifeet  the  relatire  value  of  fish  and 
game,  as  wages  would  be  high  or  bw  at  the  same  time  in 
both  occupations.  If  the  hunter  urged  the  plea  of  hie 
paying  a  large  proportion,  or  the  value  of  a  large  propor- 
tion of  his  game  for  wages,  as  an  inducement  to  the  fisher- 
man  to  give  him  more  fish  in  exchange  for  his  game,  the 
latter  would  state  that  he  was  equally  affected  bj  the 
same  cause ;  and  therefore  under  all  Tariations  of  wages 
and  profits,  under  all  the  effects  of  accumulation  of  capital, 
as  long  as  thej  continued  bj  a  day's  labour  to  obtain'^ 
respectivelj  the  same  quantity  of  fish,  and  the  samel 
quantity  of  game,  the  natural  rate  of  exchange  would  bet 
one  deer  for  two  salmon.  J 

If  with  the  same  quantity  of  labour  a  less  quantity  of 
fish,  or  a  greater  quantity  of  game  were  ^  obtained,  the  value 
of  fish  would  rise  in  comparison  with  that  of  game.  If, 
on  the  contrary,  with  the  twmm  quantity  of  labour  a  less 
quantity  of  game,  or  a  greater  quantity  of  fish  was  ^  obtained, 
game  would  rise  in  comparison  with  fish. 

§  16.  If  there  were  any  other  commodity  which  was  in- 
variable in  its  value,  we  should  be  able  to  ascertain,  by 
comparing  the  value  of  fish  and  game  with  this  commodity, 
how  much  of  the  variation  was  to  be  attributed  to  a  cause 
which  affected  the  value  of  fish,  and  how  much  to  a  cause 
which  affected  the  value  of  game. 

Suppose  money  to  be  that  commodity.  If  a  salmon 
were  worth  £1  and  a  deer  £2  one  deer  would  be  worth 
two  salmon.  But  a  deer  might  become  of  the  value  of 
three  salmon,  for  more  labour  might  be  required  to  obtain 
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th«  dMT.  or  lew  to  get  the  «Jmoii,  or  both  these  cftusee 
At  the  Mme  time.  If  wehadthisiiiTariable 
we  might  tuilj  McertAin  in  what  degree  either 
operated.  If  Mlmon  continued  to  sell  for 
rooe  to  X3  we  might  condude  that  more 
required  to  obtain  the  deer.  If  deer  continued 
mk  the  tame  price  of  X2  and  Mlmon  eold  for  18«.  4d.  we 
be  rare  that  leee  kbour  was  required  to  obtain 
;  and  if  deer  rose  to  £2  10«.  and  salmon  fell 
to  Ms.  M.  wo  should  be  couTinced  that  both  causes  had 
openlod  in  producing  the  alteration  of  the  relatiTo  Talue 
these  commodities. 

Ho  akeratioo  in  the  wages  of  labour  could  produce  anj 
aharalmi  in  the  rd^jjp  Talue  of  these  commodities ;  for 
oiqiposs  them  to  nse»  no  greater  quantity  of  labour  would 
bo  required  in  anj  of  thoee  occupations,  but  it  would  be 
paid  for  at  a  higher  price,  and  the  same  reasons  which 
should  make  the  hunter  and  fisherman  endeaTour  to  raise 
I  the  Talue  of  their  game  and  fish,  would  cause  the  owner  of 
^the  mine  to  raise  the  ralue  of  his  gold.    This  inducement 


r, 


acting  with  the  same  force  on  all  these  three  occupations, 
and  the  rdatire  situation  of  those  engaged  in  them  being 
the  same  before  and  after  the  rise  of  wages,  the  relatiro 
▼a!  io  of  game,  fish,  and  gold,  would  cuutinue  unaltered. 
Wages  might  rise  twentj  per  cent.,  and  promts  consequentlj 
fall  in  a  greater  or  less  proportion,  without  occasioning  the 
,  least  alteration  in  the  reUtire  ralue  of  these  commodities. 
Now  suppose,  that  with  the  same  labour  and  fixed 
capital,  more  fish  could  be  produced,  but  no  more  gold  or 
game,  the  relatire  Talue  of  fish  would  fall  in  comparison 
with  gold  or  game.  If,  instead  of  twentj  salmon,  twentj- 
Ito  were  the  produce  of  one  da/s  labour,  the  price  of  a 
•almon  would  be  sixteen  shillings  instead  of  a  pound,  and 
two  salmon  and  a  half,  instead  of  two  salmon,  would  be 
ginsB  in  exchange  for  one  deer,  but  the  price  of  deer  would 
iuo  ai  je2  as  befbra    In  the  uune  manner,  if  fewer 
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I  to  be  equally  dmabk,  and  to  be  the  remilt  of  the  same 
qvantitj  of  labour,  and  we  bave  teen  that  the  Tariations 
m  the  idatiTe  yalne  of  deer  and  Mlmon  depended  solelj 
on  the  Tarjing  quantities  of  labour  neoessazy  to  obtain 
them, — but  in  ereiy  etate  of  society,  the  tools,  implements, 
Vnildings,  and  machinery  employed  in  different  trades 
may  be  of  Tarpons  degrees  of  durability,  and  may  require 
different  portions  of  labour  to  produce  them.  The  pro- 
portions,  too,  in  which  the  capital  that  is  to  support 
labour,  and  the  capital  that  is  inrestod  in  tools,  machinery 
and  buildings,  may  be  Tariously  combined.  This  difference 
m  the  degree  of  durability  of  fixed  capital,  and  this  rariety 
in  the  proportions  in  which  the  two  sorts  of  capital  may 
bo  combbned,  introduce  another  cause,  besides  the  greater 
or  less  quantity  of  labour  necessary  to  produce  commodi- 
ties, for  the  Tariations  in  their  relative  value — this  cause 
JM  thft  riaft  nr  faM  in  the  value  of  labour. 

The  food  and  clothing  consumed  by  the  labourer,  the 
buildings  in  which  he  works,  the  implements  with  which 
his  labour  is  assisted,  are  all  of  a  perishable  nature.  There 
is  however  a  vast  difference  in  the  time  for  which  these 
different  capitals  will  endure:  a  steam-engine  will  last 
longer  than  a  ship,  a  ship  than  the  clothing  of  the 
labourer,  and  the  clothing  of  the  labourer  longer  than  the 
food  which  he  consumes. 

According  as  capital  is  rapidly  perishable,  and  requires 
to  be  frequently  reproduced,  or  is  of  slow  consumption,  it 
is  classed  under  the  heads  of  circulating,  or  of  fixed 
e^taL*  A  brewer,  whose  buildings  and  machinery  are 
valuable  and  durable,  is  said  to  employ  a  large  portion 

foUowing  Seetioii,  he  might  hsve  arrived  at  a  consiBtent  theory  of 
espital  and  interest.  That  is,  he  would  have  treated  interest  as  an 
iadapeDdent  payment  determined  by  independent  eircomstancee, 
sad  not  merely  of  the  nature  of  a  surplus.] 
'  A  divkkm  not  essential,  and  in  which  the  line  of  demarcaUon 
^  be  aeevalety  drawn.    [The  distinction  here  drawn  between 


if 
{ 
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of  fixed  cqpitd:  on  the  oontnay,  *  thoemakery  whoae 
capital  is  chiefly  emplojed  in  the  pajment  of  wages, 
which  are  expended  on  food  and  clothings  commoditiee 
more  perishable  than  bnildings  and  madunerj*  is  said 
to  employ  a  large  proportion  of  his  capital  as  cirfnlating 
capitaL 

It  is  also  to  be  obsenred  that  the  eiicnlating  capital  may  ^ 
circulate,  or  be  retomed  to  its  emplojer,  in  Torj  nneqnal  i 
times.    The  wheat  bought  bj  a  fiurmer  to  sow  is  com- 
parativelj  a  fixed  capital  to  the  wheat  purchased  by  ni 
baker  to  make  into  loaTos.    One  leaTes  it  in  the  ground, 'f 
and  can  obtain  no  return  for  a  year;  the  other  can  get  it 
ground  into  flour,  sell  it  as  bread  to  his  customers,  and 
have  his  capital  free  to  renew  the  same,  or  commence  any 
other  employment  in  a  week. 

i  Two  trades  then  may  employ  the  same  amount  of  capital ; 

^  but  it  may  be  rery  differently  dirided  with  respect  to  the 

portion  which  is  fixed,  and  that  which  is  circulating. 

In  one^  trade  very  Htyifi_«^BLtaLma3Lbe-xxnployed  as  dr* 
riilfl.tiTigWpit.11,1,  t,)iftt  ly  ^  My-y  in  the  support  of  labour — it 
may  be  principally  invested  in  machinery,  implements, 
buildings,  Ac.,  capital  of  a  comparatively  fixed  and  durable 
character.  In  another  trade  the  same  amount  of  capital 
may  be  used,  but  it  may  be  chiefly  employed  in  the  support 
of  labour,  and  very  litUe  may  be  invested  in  implements, 
machines,  and  buildings.    A  rise  in  the  wages  of  labour 

fixed  and  circulating  capital  is  by  no  means  the  same  as  that  nuuie 
by  many  other  writers ;  Adam  Smith,  for  instance. 

*'  Cireulaiing  Capital  aocording  to  Adam  Smith  is  capital  which 
yields  a  profit  by  circulating  from  hand  to  hand :  as  wheat,  fat 
cattle,  coin. 

*<  Fixed  Capital  according  to  Adam  Smith  is  capital  which  yields 
a  profit  by  remaining  in  the  hands  of  one  owner.**  SaiKsat, 
'*  Recent  Political  Economy,"  p.  2ft. 

Cf.  1 64,  **  It  is  difficult  to  define  strictiy  where  the  distinction 
between  cireulating  and  fixed  capital  begins;  for  there  are  ahnost 
infinite  degrees  in  the  durability  of  capitaL**] 
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£ul  to  aileei  unequally,  oommoditiet  produced 

different  cureumaUncee. 

^    AgiMn  two  ■enufecturere  maj  employ  the  tame  amount 

;  «C  ftied,  and  tlie  tame  amount  of  circulating  capital;  but 

Itko  durability  d  tbeir  fixed  capitals  may  be  Tery  unequal 

Om  may  bave  steam-enginea  of  the  Talue  of  XIO^OOO,  the 

etber,  ab^  oi  the  aame  value. 

1  If  men  employed  no  machinery  in  production  but  labour 
ealy,  and  were  all  the  nme  length  of  time  before  they 
[bwmgbt  their  commodities  to  market*  the  exchangeable 
jimhM  d  their  goods  would  be  precisely  in  proportion  to 
ithe  quantity  d  labour  emidoyed. 

If  they  employed  fixed  capital  of  the  same  Talue  and  of 
the  same  durability,  then,  too,  the  value  of  the  commodities 
prodaeed  would  be  the  same,  and  they  would  vary  with 
the  gitnler  or  less  quantity  of  labour  employed  on  their 
production. 

{  18.  But  although  commodities  produced  under  similar 
circumstances,  would  not  vary  with  respect  to  each  other, 
from  any  cause  but  an  addition  or  diminution  of  the 
quantity  of  labour  necessary  to  produce  one  or  other  of 
them,  yet  compared  with  others  not  produced  with  the 
same  proportionate  quantity  of  fixed  capital,  they  would 
Tary  from  the  other  cause,  also  which  I  have  before  men- 
tioned, namely,  a  rise  in  the  value  of  labour,  although 
neither  more  nor  less  labour  were  employed  in  the  pro* 
duetion  of  either  of  them.  Barley  and  oats  would  con- 
tinue to  bear  the  same  relation  to  each  other  under  any 
of  wages.  Cotton  goods  and  cloth  would  do  the 
if  they  also  were  produced  under  circumstances  pre- 
cisely similar  to  each  oUier,  but  yet  with  a  rise  or  fall  of 
wages,  barley  might  be  more  or  less  valuable  compared 
with  cotton  goods,  and  oats  compared  with  doth. 

Suppose  two  men  employ  one  hundred  men  each  for  a 
year  in  the  construction  of  two  machines,  and  another  man 
amplojs  the  same  number  of  men  in  cultivating  com,  each 
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M  wdl  M  of  tlie  eorn,  at  the  end  of  the  fint 

r.  would  be  JtSJMO.    The  tecond  year  the  mannfac* 

I  Md  ftmrner  will  again  employ  ^.000  each  in  the 

f  of  labour,  and  will  therefore  again  aell  their  gooda 

'  XS,MO,  but  the  men  ncing  the  machines,  to  be  on  a 

r  with  the  fwmer,  must  not  only  obtain  ^,500  for  the 

ab  of  XS.OOO  employed  on  kbour,  bat  they 

mii  obtain  a  farther  tarn  of  ^50  for  the  profit  on 

MJUO  wldA  they  have  inTOsted  in  machinery,  and  con- 

fmqmmt\j  their  gooda  moat  sell  for  MfiSO.    Here  then 

)aie  capitaKele  employing  precisely  the  same  quantity  of 

/  hbei  ananally  on  the  prodoction  of  their  commodities, 

I  aad  yet  the  goods  they  prodaoe  differ  in  Talue  on  account 

\  eC  the  diffsrent  quantities  of  fixed  capital,  or  accumulated 

employed  by  each  respectirely.    The  doth  and 

goods  are  of  the  same  Talue,  because  they  are  the 

produce  of  equal  quantities  of  labour,  and  equal  quantities 

of  fixed  capital ;  but  com  is  not  of  the  same  Talue  as  these 

eossmodities,  because  it  is  produced,  as  far  as  regards  fixed 

capital,  under  different  circumstances. 

Bat  how  will  their  relatiTC  Talue  be  affected  by  arise  in 
the  Talue  of  labour?  It  is  erident  that  the  relatiTe  Talues 
of  cloth  and  cotton  goods  will  undergo  no  change,  for  what 
r  must  equally  affect  the  other,  under  the  circum- 
\  supposed :  neither  will  the  relatire  Talues  of  wheat 
and  barley  undergo  any  change,  for  they  are  produced 
wadsr  the  same  circumstances  as  far  as  fixed  and  circu- 
lating capital  are  concerned ;  but  the  relatiTe  Talue  of  com 
to  doth,  or  to  cotton  goods,  must  be  altered  by  a  rise  of 
i  labour. 

^  Therecan  be  no  rise  in  the  Talueof  labour  without  a  &11 
ef  prt^ta.  If  the  com  it  to  be  diWded  between  the  farmer 
aad  the  labourer,  the  larger  the  proportion  that  is  giTcn  to 
the  latter,  the  less  will  remain  forthe  former.  So  if  doth 
or  eottoo  goods  be  diTided  between  the  workman  and  his 
i|iliijsi,  the  larger  the  proportion  giTsn  to  the  former. 
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the  less  xenudxiB  for  tlie  latterr-  Suppose  then*  that  ow 
to  a  rise  of  wages,  profits  fall  from  10  to  9  per  cent., 
stead  of  adding  £S50  to  the  oonunon  price  of  their  go 
(to  £S,SO0)  for  the  profits  on  their  fixed  capital,  the  ma 
factorers  wonld  add  only  9  per  cent  on  that  sum,  or  j6^ 
consequently  the  price  would  be  Je5,995  instead  of  £S,{ 
As  the  com  would  continue  to  sell  for  Je5,500,  the  ma 
factured  goods  in  which  more  fixed  capital  was  emploj 
would  fail  relatiTcly  to  com  or  to  anj  other  goods  in  wl 
a  less  portion  of  fixed  capital  Bntered.  The  degree 
alteration  in  the  relatiTe  Talue  of  goods,  on  account  € 
rise  or  &I1  of  labour,  would  depend  on  the  proporl 
which  the  fixed  capital  bore  to  the  whole  capital  emploj 
All  commodities  which  are  produced  bj  Terj  Talui 
machinery,  or  in  Tcry  valuable  buildings,  or  which  reqi 
a  great  length  of  time  before  they  can  be  brought 
market,  would  fall  in  relatiTe  Talue,  while  all  those  wl 
were  chiefly  produced  by  labour,  or  which  would  be  spee< 
brought  to  market  would  rise  in  relatiTe  Talue. 

The  reader,  howerer,  should  remark,  that  this  cause 
the  Tariation  of  commodities  is  comparatiTcly  slight  in 
effects.  With  such  a  rise  of  wages  as  should  pccasic 
fall  of  one  per  cent  in  profits,  goods  produced  under 
circumstances  I  haTC  supposed,  Tary  in  relatiTe  Talue  c 
one  per  cent. ;  they  fiUl  with  so  great  a  fall  of  profits  fi 
^,050  to  ^,995.  The  greatest  effects  which  could 
produced  on  the  relatiTe  prices  of  these  goods  from  a ; 
of  wages,  could  not  exceed  6  or  7  per  cent.;  for  pro 
could  not,  probably,  under  any  circumstances,  admit  c 
^  greater  general  and  permanent  depression  than  to  t 
^  amount. 

Not  so  with  the  other  great  cause  of  the  Tariation  in 
Talue  of  commodities,  namely,  the  increase  or  diminut 
in  the  quantity  of  labour  necessary  to  produce  them, 
to  produce  the  com,  eighty,  instead  of  one  hundred  n 
should  be  required,  the  Talue  of  the  com  would  fall  20 
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or  fipom  ^,500  to  JM^iOO.  If  to  pioduoe  the  doth, 
the  hkbonr  of  eightj  instead  of  one  hundred  men  would 
feniBce.  ebth  would  fall  from  £6.050  to  X4,950.  An 
alteration  in  the  permanent  rate  of  profits,  to  anj  great 
amoontg  is  the  effect  of  causes  which  do  not  operate  but  in 
the  course  of  years ;  whereas  alterations  in  the  quantity 
of  labour  necessary  to  produce  commodities,  are  of  daily 
occurrence.  Erery  improTcment  in  machinery,  in  tools, 
in  buildings,  in  raising  the  raw  material,  sares  labour,  and 
enables  us  to  produce  the  commodity  to  which  the  im- 
prorement  is  applied  with  more  fiudlity,  and  consequently 
its  Talue  alters.  In  estimating,  then,  the  causes  of  the 
variations  in  the  Talue  of  commodities,  although  it  would 
be  wrong  wholly  to  omit  the  consideration  of  the  effect 
produced  by  a  rise  or  fall  of  labour,^  it  would  be  equally^ 
incorrect  to  attach  much  importance  to  it;  and  con- 
sequently, in  the  subsequent  part  of  this  work,  though  I 
shall  occasionally  refer  to  this  cause  of  Tariation,  I  shall 
consider  all  the  great  rariations  which  take  place  in  the 
relatiTe  Talue  of  commodities  to  be  produced  by  the  greater 
or  less  quantity  of  labour  which  may  be  required  from  time 
to  time  to  produce  them. 

It  b  hardly  necessary  to  say,  that  commodities  which 
hare  the  same  quantity  of  labour  bestowed  on  their  pro- 
duction, will  differ  in  exchangeable  Talue,  if  they  cannot 
be  brought  to  market  in  the  same  time. 

Suppose  I  employ  twenty  men  at  an  expense  of  Xl.OOO 
for  a  year  in  the  production  of  a  commodity,  and  at  the 
end  of  the  year  I  employ  twenty  men  again  for  another 
year,  at  a  further  expense  of  JQ1,000  in  finishing  or  per- 
fecting the  same  commodity,  and  that  I  bring  it  to  market 
at  the  end  of  two  years,  if  profits  be  10  per  cent,  my  com- 
modity must  sell  for  X2,810 ;  for  I  have  employed  XLOOO 
capital  for  one  year,  and  X2,100  capital  for  one  year  more. 
AjioCher  nan  employs  precisely  the  same  quantity  of 
>  [In  the  Talue  of  labov.] 
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kbour,  but  he  emplo js  it  aU  in  the  first  year ;  he  emploji 
f ortjr  men  at  en  expense  of  JtifiOO^  end  at  the  end  of  the 
first  year  he  sells  it  with  10  par  oent  profit^  or  for  Je2,200, 
Here  then  are  two  oommodities  having  predsdy  the  same 
quantity  of  kboor  bestowed  on  them,  one  el  whieh  sells 
for  je2,810— the  other  for  ^,200. 

This  case  appears  to  differ  from  the  last,  bat  is.  in  &ct, 
the  same.  In  both  cases  the  superior  price  of  one  oom^ 
moditj  is  owing  to  the  greater  length  of  time  whieh  must 
elapse  before  it  can  be  brought  to  market  In  the  former 
case  the  machinery  and  oToth  were  more  than  double  the 
Talue  of  the  com»  although  only  double  the  quantity  ol 
kbour  was  bestowed  on  them.  In  the  second  case»  one  com- 
modity is  more  yaluable  than  the  other»  although  no  more 
labour  was  employed  on  its  production.  The  difference 
in  ralue  arises  in  both  cases  from  the  profits  being  accu- 
mulated as  capital,  and  is  only  a  just  compensation  for  the 
time  that  the  profits  Vere  withheld. 

It  appears  then  that  the  diyision  of  capital  into  different 
proportions  of  fixed  and  circulating  capital,  employed  ii 
different  trades,  introduces  a  considerable  modification  tc 
the  rule,  which  is  of  uniyersal  application  when  labour  ii 
almost  exclusively  employed  in  production ;  namely,  thai 
commodities  never  vary  in  value,  unless  a  greater  or  lest 
quantity  of  labour  be  bestowed  on  their  production*  ii 
being  shown  in  this  section  that  without  any  variation  ir 
the  quantity  of  labour,  the  rise  of  its  value  merely  wiL 
occasion  a  fall  in  the  exchangeable  value  of  those  gooda 
in  the  production  of  which  fixed  capital  is  employed ;  th^ 
larger  the  amount  of  fixed  capital,  the  greater  will  be  tk^ 
falL 
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SEcmoN  y. 

ikmi  fmtm  ion  mci  vary  wiik  th$  rim  or  fali  ^  too^, 
mlm  6y  tJU  Miuquai  dmtabUUy  of  capital,  and  6y  ik€ 
wiik  wkidi  a  ii  rtiwrwdd  to  its  otaplojfir. 


i  19.  Imihm  iMi  Mctioii  we  liaTe  supposed  that  of  two 
i  f  pitah  in  two  different  occapatione,  the  proportions 
'  iaed  Mid  armliting  capitals  were  unequal,  now  let  us 
.  to  be  in  the  same  proportion  but  of  unequal 
^■labilitjf.  In  proportion  as  fixed  a^ital  is  lees  durable* 
to  the  nature  of  circulating  capital.  It  will 
i  and  its  Talue  reproduced  in  a  shorter  time,  in 
to  preser?e  the  capital  of  the  manufacturer.  We 
jost  seeo,  that  in  proportion  as  fixed  capital  pre- 
I  in  a  ■anufartnre,  when  wages  rise,  the  ralue  of 
eoauioditaes  produced  in  that  manufacture,  is  relatiTelj 
lomwr  than  that  of  commodities  produced  in  manufactures 
where  circulating  capital  preponderates.  In  proportion  to 
tke  less  durability  of  fixed  capital,  and  its  approach  to  the 
astore  d  circulating  capital,  the  same  effect  will  be  pro- 
duced bj  the  same  cause. 

If  fixed  e^tal  be  not  of  a  durable  nature,  it  will  require 
s  grsat  quaatitj  of  labour  annually  to  keep  it  in  its  original 
•Cate  of  eiBdencj ;  but  the  labour  so  bestowed  maj  be  con- 
sidered as  reallj  expended  on  the  commodity  manufactured 
which  most  bear  a  ralue  in  proportion  to  such  labour.     J 
I  had  a  machine  worth  J^O.OOO  which  with  Tery  litt' 
l%boitr  was  efficient  to  the  production  of  commodities,  ar 
if   the  wear  and  tear  of  such  machine  were  of  trifli; 
%aoQnt,  and  the  general  rate  of   profit  10  per  cent, 
should  not  require  much  more  than  X2,000  to  be  adc 
%o  the  phee  oi  the  goods,  on  account  of  the  employment 
any  ■■rhine ;  but  if  the  wear  and  tear  of  the  machine  i 
it  the  quantity  of  labour  requisite  to  keep  it  ii 
state  were  thai  of  fifty  men  annually,  I  sh 
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require  an  additional  price  for  mj  goods,  equal  to  that 
which  would  be  obtained  bj  anj  other  manufactarer  who 
employed  fifty  men  iu  the  production  of  other  goods,  and 
who  used  no  machinery  at  all. 

But  a  rise  in  the  wages  of  labour  would  not  equally 
affect  commodities  produced  with  machinery  quickly  con- 
sumed, and  commodities  produced  with  machinery  slowly 
consumed.  In  the  production  of  the  one»  a  great  deal  of 
labour  would  be  continually  transferred  to  the  commodity 
produced — in  the  other  rery  little  would  be  so  transferred. 
Every  rise  of  wages,  therefore,  or,  which  is  the  same  thing, 
every  fall  of  profits,  would  lower  the  relative  value  of  thoee 
commodities  which  were  produced  with  a  capital  of  a 
durable  nature,  and  would  proportionally  elevate  those 
which  were  produced  with  capital  more  perishabje.'  A  fall 
of  wages  would  have  precisely  the  contrary  effect. 

I  have  already  said  thai  fixed  capital  is  of  various  degrees 
of  durability — suppose  now  a  machine  which  could  in  any 
particular  trade  be  employed  to  do  the  work  of  one  hundred 
men  for  a  year,  and  that  it  would  last  only  for  one  year 
Suppose  too,  the  machine  to  cost  JS5,0p0,  and  the  wages 
annually  paid  to  one  hundred  men  to  be  JC5,000,  it  is 
evident  that  it  would  be  a  matter  of  indifference  to  the 
manufacturer  whether  he  bought  the  machine  or  emi>loyed 
the  men.  But  suppose  labour  to  rise,  and  consequently 
the  wages  of  one  hundred  men  for  a  year  to  amount  U> 
jC5,500,  it  is  obvious  that  the  manufacturer  would  now  no 
longer  hesitate,  it  would  be  for  his  interest  to  buy  the 
machine  and  get  his  work  done  for  ^^5,000.  But  will  not 
the  machine  rise  in  price,  will  not  that  also  be  worth 
•65,500  in  consequence  of  the  rise  of  labour?  It  would 
rise  in  price  if  there  were  no  stock  employed  on  its  con- 
struction, and  no  profits  to  be  paid  to  the  maker  of  it  If, 
for  example,  the  machine  were  the  produce  of  the  labour 
of  one  hundred  men,  working  one  year  upon  it  with  wages 
of  Je50  each,  and  its  price  were  consequently  X5,000; 

D 
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flhoidd  thoM  wa^M  iiMto  JU5,  ito  price  would  be  £S.SOO. 
tal  tkie  CABBOi  be  the  caee ;  lees  than  one  hundred  men 
MO  OBiplojod  or  it  could  not  be  sold  for  ^,000,  for  out  of 
tke  JUjOOO  must  be  paid  the  profits  of  stock  which  em- 
flsfed  the  men.  Suppoee  then  that  onlj  eighty-fire  men 
emplojed  at  an  npense  of  £50  each,  or  Je4,250  per 
» aad  that  the  X750  which  the  sale  of  the  machine 
i  prodnce  over  and  abore  the  wages  advanced  to  the 
atsted  the  profits  of  the  engineer's  stock.  When 
1 10  per  cent,  he  would  be  obliged  to  emplo  j  an 
coital  of  £4A5  and  would  therefore  emploj 
JUj67$  iDslead  el  JUJiSO,  on  which  capital  he  would  only 
fK  a  profit  el  £325  if  he  continued  to  sell  his  machine  for 
r  JtSJOOO;  but  this  is  preciselj  the  case  of  all  manufacturers 
wmd  capitalists;  the  rise  of  wages  affects  them  all.  If 
tkeriCors  the  maker  of  the  machine  should  raise  the  price 
«C  it  in  consequence  of  a  rise  of  waffea.  un  unu^yaJ  quantity 


•Icapit^vwould  be  employed  in  the  yQnatn^ctionof  such 
^        ,  tJl  theiutrice  affordcd-onlzthe  common^  rate  of 


Its.'      We  see  then  that  machines  would  not  nse  m 

iln  consequence  of  a  rise  of  wages. 

Tlie  manufacturer,  howerer.  who  in  a  general  rise  of 

wages,  can  hare  recourse  to  a  machine  which  shall  not 

•  ifrsase  the  charge  of  production  on  his  commodity,  would 

mjoj  peculiar  adrantages  if  he  could  continue  to  charge 

v)  the  sasse  price  for  his  goods ;  but  he,  as  we  have  already 

/  ascB,  would  be  obliged  to  lower  the  price  of    his  com- 

*  Ws  iMre  see  why  it  is  that  old  eoantries  are  coDstanily  im- 
psIM  to  eaploy  auieliinery,  and  new  eouniries  to  employ  labour. 
Wilk  every  difie«lty  of  proriding  for  the  mainieiiance  of  men, 
laWar  aoeenarily  rinoA,  and  with  every  rise  in  the  price  of  Ishour, 
■sw  I— ptstinm  sre  offered  to  the  use  of  machinery.  This  diA- 
sally  el  pforiding  for  the  maintenAnee  of  men  is  in  constant 
eperatssa  ia  old  eouatries,  in  new  ones  a  very  great  increase  in 
1^  pHislstitm  may  take  place  without  the  least  rise  in  the  wages 
itf  kliai  U  BMy  be  as  easy  to  proride  for  the  7th,  Sth,  and  eth 
isfMBsaferthe9ad,ard,aad4th. 
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moditiet,  or  capital  would  flow  to  his  timde  till  his  profits  ^ 
had  sunk  to  the  general  lereL    Thus  then  is  the  puUio') 
benefited  by  machinerjr :  these  mute  agents  are  alwajs  the 
produce  of  much  less  labour  than  that  which  thej  displace, 
eren  when  thej  are  of  the  same  monej  Talue.    Through 
their  influence,  an  increase  in  the  prioe  of  proTisions  which 
raises  wages  will  affect  fewer  persons ;  it  will  reach,  as  in    . 
the  aboTO  instance,  eighty-fiTo  men  instead  of  a  hundred, 
and  the  saring  whidi  is  the  consequence,  shows  itself  in 
the    reduced    price,  of    the    commodity    manufactured. 
Neither  machines,  nor  the  commodities  made  bj  them, 
rise  in  real  ralue,  but  aU  commodities  made  by  machines 
fall,  and  fall  in  proportion  to  their  durability. 

§  20.  It  will  be  seen,  then,  that  in  the  early  stages  of 
society,  before  much  machinery  or  durable  cajntal  is  used, 
the  commodities  produced  by  equal  capitals  will  be  nearly 
of  equal  Tslue,  and  will  rise  or  fall  only  relatiTely  to  each 
other  on  account  of  more  or  less  labour  being  required  for 
their  production;  but  after  the  introduction. of  these  ez^ 
pensiTc  and  durable  instruments,  the  commodities  pro-l 
duced  by  the  employment  of  equal  capitals  will  be  of  Tezyl 
unequal  Talue;  and  although  they  will  still  be  liable  to] 
rise  or  fall  relatirely  to  each  other,  as  more  or  less  labour; 
becomes  necessaiy  to  their  production,  they  will  be  subject 
to  another,  though  a  minor  Tariation,  also,  from  the  rise 
or  fall  of  wages  and  profits.  Since  goods  which  sell  for/ 
jS5,000  may  be  the  pn>duce  of  a  capital  equal  in  amount 
to  that  from  which  are  produced  other  goods  which  sell 
for  jeiO,000,  the  profiu  on  their  manufacture  will  be  the 
same ;  but  those  profits  would  be  imequal,  if  the  prices  <tf 
the  goods  did  not  Tary  with  a  rise  or  fall  in  the  rate  iA 
I  profits. 

«  It  appears,  too,  that  in  proportion  to  the  durability  of] 

!  capital  employed  in  any  kind  of  production,  the  rdatiye : 

I  prices  of  those  commodities  on  which  such  durable  capital ! 

;         is  employed,  will  Taiy  inTwsely  as  wages ;  they  will  fall  \ 
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as  waget  rite,  and  rise  at  wages  &U ;  and,  on  the  contrarj, 
thote  which  are  produced  chiefl j  bj  kbour  with  lett  fixed 
capitaL  or  with  fixed  capital  of  a  lett  durable  character 
than  the  medium  in  which  price  it  ettimated,  will  rite  at 
waget  rite,  and  fall  at  waget  £alL 


SECTION  VI. 

On  am  invariabie  metuttre  i^  valued 

§  21.  When  commoditiet  Taried  in  relatire  yalue,  it 
would  be  detirable  to  have  the  meant  of  ascertaining  which 
of  them  fell  and  which  rose  in  real  ralue,  and  this  could 
be  effected  onlj  by  comparing  them  one  after  another  with 
tome  inrariable  standard  measure  of  Talue»  which  should 
itself  be  subject  to  none  of  the  fluctuations  to  which  other 
commodities  are  exposed.  Of  such  a  measure  it  is  im-i 
possible  to  be  possessed,  because  there  is  no  commodity/ 
which  is  not  itself  exposed  to  the  same  Tariations  as  thej 
things,  the  Talue  of  which  is  to  be  ascertained ;  that  is, 
there  is  none  which  is  not  subject  to  require  more  or  less 
labour  for  its  production.  But  if  this  cause  of  yariation 
in  the  Talue  of  a  medium  could  be  removed — if  it  were 
possible  that  in  the  production  of  our  money  for  instance, 
the  same  quantity  of  labour  should  at  all  times  be  required, 
still  it  would  not  be  a  perfect  standard  or  iuTariable 
^«  measure  of  ralue,  because,  as  I  have  already  endeaToured 
y^  .  T  to  exphun,  it  would  be  subject  to  relative  variations  from 
i  a  rise  or  fall  of  wages,  on  account  of  the  different  propor- 
I  tions  of  fixed  capital  which  might  be  necessary  to  produce 
it,  and  to  produce  those  other  commodities  whose  altera- 
tion of  value  we  wished  to  ascertain.  It  might  be  subject 
to  variations  too,  from  the  same  caxise,  on  account  of  the 
f  lifferent  degrees  of  durability  of  the  fixed  capital  employed 

*  [WithUiisssetionof  |96,aiiaiiKl«sdther«stole.itx.] 
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<m  it.  udthe  fwarfitiM  to  Im  cwi^wBd  with  it— <v 
the  tine  aeeenaiy  to  biiag  tlie  one  to  Bftrloet*  mi^ii  be 
longer  or  shorter  than  the  time  aeeeemy  to  faring  the 
other  eoamoditiee  to  meifcet*  the  variaftioui  el  whidi  were 
to  be  detemuned ;  all  whidi  ciicamjAaneee  diequeliff  aoj  . 
eommoditj  thet  eaa  be  thought  el  tnm  being  a  perfect^ 
accurate  measure  <tf  valne. 

If,  for  example*  we  were  to  fix  on  gold  as  a  standard,  it 
u  erident  that  it  is  bat  a  commoditj  obtained  onder  the 
•aute  contingeiieics  as  erery  other  eommodi^,  and  re- 
quiring kbour  and  fixed  capital  to  produce  it.    Like  eTeiyj 
otlier  commoditj,  improvements  in  the  MtTing  d  labonrf  ^* 
might  be  applied  to  its  production,  and  consequently  it) 
might  &11  in  rdatiTe  riJue  to  other  things  merely  on 
account  of  the  greater  fscilit/  of  producdng  it. 

If  we  suppose  this  cause  of  rariation  to  be  remored,  and 
the  same  quantity  of  hibour  to  be  always  required  to 
obtain  the  same  quantity  of  gold,  still  gold  would  not  be 
a  perfect  measure  of  ralue,  by  which  we  could  accurately 
ascertain  the  variations  in  all  other  things,  because  it 
would  not  be  produced  with  precisely  the  same  oombina* 
tious  of  fixed  and  circulating  capital  as  all  other  things ; 
nor  with  fixed  capital  of  the  same  durability ;  nor  would 
it  require  precisely  the  same  length  of  time,  before  it  could 
be  brought  to  market  It  would  be  a  perfect  measure  of 
value  for  all  things  produced  under  the  same  circum* 
stances  precisely  as  itself,  but  for  no  others.  If,  for 
example,  it  were  produced  under  the  same  circumstances 
us  we  have  supposed  necessary  to  produce  cloth  and  cotton 
goods,  it  would  be  a  perfect  measure  of  value  for  those 
things,  but  not  so  for  com,  for  coals,  and  other  com- 
modities produced  with  either  a  less  or  a  greater  propor- 
tion of  fixed  capital,  because,  as  we  have  shown,  every 
alteration  in  the  permanent  rate  of  profits  would  have 
some  effect  on  the  relative  value  of  all  these  goods,  inde- 
pendently of  any  alteration  in  the  quantity  of  labour 
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•mplojed  on  their  production.  If  gold  were  produced 
under  the  same  circumstances  m  com,  even  if  they  nerer 
diangedf  it  would  not»  for  the  same  reasons,  be  at  all  times 
a  perfect  measure  of  the  Talue  of  cloth  and  cotton  goods. 
Neither  gold  then,  nor  any  other  commoditj,  can  erer  be  a 
perfect  measure  of  ralue  for  all  things ;  but  I  have  already 
remarked,  that  the  effect  on  the  relative  prices  of  things, 
from  a  Tariation  in  profits,  is  comparatively  slight ;  that 
by  fur  the  most  important  effects  are  produced  by  the 
Taiying  quantities  of  labour  required  for  production ;  and 
thmf  ore,  if  we  suppose  this  important  cause  of  variation 
rsmoved  from  the  production  of  gold,  we  shall  probably 
possess  as  near  an  approximation  to  a  standard  measure  of 
value  as  can  be  theoretically  conceived.  May  not  gold  bo 
considered  as  a  commodity  produced  with  such  propor- 
tions of  the  two  kinds  of  capital  as  approach  nearest  to  the 
average  quantity  employed  in  the  production  of  most  com- 
modities  ?  May  not  these  proportions  be  so  nearly  equally 
distant  from  the  two  extremes,  the  one  where  little  fixed 
capital  is  used,  the  other  where  little  labour  is  employed, 
as  to  form  a  just  mean  between  them  ? 

If,  then,  I  may  suppose  myself  to  be  possessed  of  a 
standard  so  nearly  approaching  to  an  invariable  one,  the 
advantage  is,  that  I  shall  be  enabled  to  speak  of  the  varia- 
tions of  other  things,  without  embarrassbg  myself  on 
every  occasion  with  the  consideration  of  the  possible 
alteration  in  the  value  of  the  medium  in  which  price  and 
value  are  estimated. 

To  facilitate,  then,  the  object  of  thb  enquiry,  although 
I  fuUy  allow  that  money  made  of  gold  b  subject  to  most 
of  the  variations  of  other  things,  I  shall  suppose  it  to  be 
mvariable,  and  therefore  all  alterations  in  price  to  be 
occasioned  by  some  alteration  in  the  value  of  the  com- 
modity of  wbich  I  may  be  speaking. 

Before  I  quit  this  subject,  it  may  be  proper  to  observe, 
that  Adam  Smith,  and  all  the  writers  who  have  followed 


4 


roOT.  ▼!•]  OH  TALUS. 

him,  have,  mthoiit  one  exoeptkm  that  I  know  o<» 
tained  thai  a  rise  in  the  prioa  of  laboor  woold  be  nnif omlj  >^ 
followed  bj  »  nee  in  the  price  of  aU  commoditiea.    I  bqw 
I  hftTo  ■ncceededin  thowing,  that  there  aie  no  gronndi  for 
such  an  opinion,  and  that  only  thoee  commoditiee  wooU 
rise  which  had  Icm  fixed  capital  emidoyed  upon  them  than 
the  medium  in  which  price  waa  eethnated,  and  that  a& 
thoee  which  had  more,  wonld  poeitiTdy  fall  in  price 
wagee  roee.    On  the  contraiy,  if  wages  f ell,  thoee 
modities  only  wonld  fall,  which  had  a  Icm  proportion  cf 
fixed  cajntal  emplojed  on  them,  than  the  medium  in  which 
price  waa  estimated;  aU  thoee  which  had  mora^  woold' 

)  ^         potitiTelj  riee  in  price.  ^^ 

It  is  necessary  for  me  also  to  remark,  that  I  hare,  not 
said,  because  one  commodity  has  so  much  labour  bestowed 
upon  it  as  will  cost  Xl.OOO  and  another  so  much  as  will 
cost  Je2,000  that  therefore  one  would  be  of  the  Talue  ci 
£1,000  and  the  other  of  the  Talue  <tf  Je2,000,  but  I  haye 

;  said  that  their  value  will  be  to  each  other  as  two  to  one, 

and  that  in  those  proportions  they  will  be  exchanged.     It 

is  of  no  importance  to  the  truth  of  this  doctrine,  whether 

one  of  these  commodities  sells  for  jei,100  and  the  other 

for  £2,200,  or  one  for  Xl,500  and  the  other  for  ^68,000; 

into  that  question  I  do  not  at  present  inquire ;  I  afbm  1 

only,  that   their   relative   values  will   be   governed    byj 

the  relative  quantities  of  labour  bestowed  on  their  pro-  i 

duction.^  ' 

*  Mr.  MalthuB  remarks  on  this  doctrine,  "  We  have  the  power 
indeed,  arbitrarily,  to  call  the  labour  which  has  been  employed 
upon  a  commodity  its  real  value,  but  in  to  doing,  we  use  wofds  in 
a  different  sense  from  that  in  which  they  are  customarily  used  ; 
we  confound  at  once  the  very  important  distinction  between  eoef 
and  value;  and  render  it  almost  impossible  to  explain  witli  clear- 
ness, the  main  stimulus  to  the  production  of  wealth,  which  in 
fact  depends  upon  this  distinction."  [''Principles  oi  Political 
Economy,"  (1820)  e  iL,  sec  1,  p.  61.] 

Mr.  Malthus  appears  to  think  that  it  ii  a  part  oi  my  doetrine, 
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SECTION  vn. 

Dif^nmi  9f9dU  frmi^  tk$  alUnUum  in  th€  value  tif  mmujft  the 
mmhmm  im  tekiek  PBICB  is  aiwayt  esgnrssed,  or  from  the  atUra* 
"     Horn  im  ik$  fmlttt  ^tho  eommodHiet  wkiek  mmuy  jnuxkaoeo. 

{  Si.  Altbough  I  shall*  m  I  hare  already  explained. 
have  oeeaakm  to  oontider  monej  at  inTariable  in  Talne*  for 
tke  parpoee  ol  more  dietincd j  pointing  out  the  causes  of 
relitive  Tariations  in  the  value  of  other  things,  it  may  be 
wseful  to  Dotiee  the  different  effects  which  will  follow  from 
the  prices  of  goods  being  altered  by  the  causes  to  which  I 
have  already  adverted,  namely,  the  different  quantities  of 
labour  required  to  produce  them,  and  their  being  altered 
by  a  vahaticm  in  the  value  of  money  itself. 

Money,  being  a  variable  commodity,  the  rise  of  money- 
wages  frill  be  frequently  occasioned  by  a  fall  in  the  value 
^  ol  money.  A  rise  of  wages  from  this  cause  will,  indeed, 
be  invariably  accompanied  by  a  rise  in  the  price  of  com- 
modities ;  but  in  such  cases,  it  will  be  found  that  labour 
aad  all  commodities  have  not  varied  in  regard  to  each 
other,  and  that  the  variation  has  been  confined  to  money. 

Monej.  from  its  being  a  commodity  obtained  from  a 
foreign  country,  from  its  being  the  general  medium  of 
ezehange  between  all  civilised  countries,  and  from  its 
being  also  distributed  among  those  countries  in  propor- 
tMNU  which  are  ever  changing  with  every  improvement  in 
commerce  and  machinery,  and  with  every  mcreasing  diffi- 
culty of  obtaining  food  and  necessaries  for  an  increasing 
population,  u  subject  to  mcessant  variations.    In  stating 

thai  the  eosi  aai  ralue  ol  a  thing  »boiiia  be  the  tame— it  k,  if  lie 
by  eo»t,  **eost  of  production, '  Indoding  profits.    In  the 
,  tbb  U  what  he  does  not  mcaa,  and  thsrelore  be  hat 
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die  principles  wUdi  legnkle  eidiaiignUe  Tiliie  and  pr^ 
we  should  csiefnllj  distingiiisli  beiwestt  tboes  Tmriatkais 
which  bekmg  to  the  commoditf  itsclt  Mid  those  whicli  aie 
occasioDed  by  a  firiation  in  the  mediiim  in  whicli  Tidiie  is 
estimsted,  or  jmos  eipiessed 
r  .  §  28.  A  rise  in  wages,  from  an  alteration  in  the  rafale  o^i 

4        monej,  produces  a  genend  effect  on  pricey  and  for  thatly 
t         reason  it  jNTodttces  no  real  effect  whaterer  on  profits.    OnjT 
{        the  contrary,  a  rise  of  wages,  from  the  dxcomstaace  of  the  f 
(^ '{        labourer  being  pore  liberallj  rewarded,  or  from  a  difficoltjr  I 
of  procuring  the  necessaries  on  whidi  wages  aro  expended, . 
does  not,  except  in  some  instances,  produce  the  effect  of  | 
raising  price,  but  has  a  great  effect  in  lowering  profits.  I 
In  the  one  case,  no  greater  proportion  of  the  annual  labour 
of  the  country  is  deroted  to  the  support  of  the  labourers ; 
in  the  other  case,  a  larger  portion  is  so  deroted. 

It  is  according  to  the  division  of  the  whole  produce  of 
the  land  of  anj  particular  farm,  between  the  three  classes 
of  landlord,  capitalist,  and  labourer,  that  we  are  to  judge 
of  the  rise  or  fall  of  rent,  profit,  and  wages,  and  not  accord- 
ing to  the  ralue  at  which  that  produce  maj  be  estimated 
in  a  medium  which  is  confessedly  rariable. 

It  is  not  bj  the  absolute  quantity  of  produce  obtained 
by  either'  class,  that  we  can  correctly  judge  of  the  rate  of 
profit,  rent,  and  wages,  but  by  the  quantity  of  labour 
required  to  obtain  that  produce.  By  improrements  in 
machinery  and  agriculturo,  the  whole  produce  may  be 
doubled ;  but  if  wages,  ront,  and  profit  be  also  doubled, 
these  three  will  bear  the  same  proportions  to  one  another 
as  beforo,  and  neither  could  be  said  to  hare  rolatirely 
raried.  But  if  wages  partook  not  of  the  whole  of  this 
increase;  if  they,  instead  of  being  doubled,  wero  only 
increased  one-half;  if  ront,  instead  of  being  doubled,  wero 
only  increased  three-fourths,  and  the  romaining  increase 
went  to  profit,  it  would,  I  apprehend,  be  correct  for  me  to 
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;tkftti«ii  and  wages  hid  fftUeii  while  profits  had  riaen; 

if  we  had  an  invariable  aUndard  hj  which  to  meatuie 

valaa  of  this  produce,  we  should  find  that  a  lessTalue 

fdkn  to  the  dass  of  labourers  and  landlords,  and  a 

to  the  class  of  capitalists,  than  had  been  given 

We  Might  find,  for  eiampUi,  that  though  the  ab- 

qnantitj  of  commodities  had  been  doubled,  thej 

the  produce  of  predsdj  the  former  quantity  of 

Of  ewjr  hundred  hats,  coats,  and  quarters  of 

if 

The  labourers  had  before  25 
Thehndlords  ....  25 
And  the  capitalisto     .    .    50 

100: 

Aad  if,  after  these  commodities  were  double  the  quantity, 
of  every  100 

The  kbourers  had  onlj  .  22 
TheUndlords  ....  22 
And  the  capitalists     .     .    56 

100: 

In  that  case  I  should  saj,  that  wages  and  rent  had  fallen 
and  profits  risen ;  though,  in  consequence  of  the  abundance 
of  commodities,  the  quantity  paid  to  the  labourer  and 
landlord  would  have  increased  in  the  proportion  of  25  to 
44.  Wrges  ajt^  t/>  hA  »afip]^^  hj  their  real  value,  vis., 
by  the  quantity  of  Ubour  and  capital  employed  in  pro» 
^ogj^g^jham^  and  not  bj  their  nominal  value  either  m 
coals,  hats,  money,  or  com.  Under  the  drcumstances  I 
have  just  supposed,  commodities  would  have  fallen  to 
half  their  former  value,  and  if  money  had  not  varied,  to 
half  their  former  price  also.  If  then  in  this  medium, 
which  had  not  varied  in  value,  the  wages  of  the  Uboursr 
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should  be  found  to  bave  {aUen,  it  will  not  the  lest  be  a 
'  real  fall,  becanae  thej  might  fnrnieh  him  with  a  greater 

quantitj  of  cheap  commoditaee  than  his  former  wages. 
I  The  Tariation  in  the  Tahie  of  monej,  howerer  great, 
\  makes  no  difference  in  the  raU  of  profits ;  for  snppoee  the  • 
goods  of  the  manofactarer  to  rise  from  ^61000  to  JBaOOO, 
or  100  per  cent,  if  his  capital,  on  which  the  nuriations  of 
money  hare  as  mudi  effect  as  on  the  Talue  of  produce,  if 
bis  machineij,  buildings,  and  stock  in  trsde  rise  also  10(* 
per  cent.,  his  rate  of  profits  will  be  the  same,  and  he  will 
bare  the  same  quantitj,  and  no  more,  of  the  produce  of 
the  labour  of  the  country  at  his  command. 

If,  with  a  capital  of  a  giren  Talue,  he  can,  by  economy '^ 
in  labour,  double  the  quantity  of  produce,  and  it  &I1  to  f 
half  its  fcHrmer  price,  it  will  bear  the  same  proportion  to  , 
the  capital  that  produced  it  which  it  did  before,  and  con-  • 
sequently  profits  will  still  be  at  the  same  rate.  J 

If,  at  the  same  time  that  he  doubles  the  quantity  of 
produce  by  the  employment  of  the  same  capital,  the  value 
of  money  is  by  any  accident  lowered  one  hiJf,  the  produce 
will  sell  for  twice  the  money  value  that  it  did  before ;  but 
the  capital  employed  to  produce  it  will  also  be  of  twice  its 
former  money  value ;  and  therefore  in  this  case  too,  the 
value  of  the  produce  will  bear  the  same  proportion  to  the 
value  of  the  capital  as  it  did  before;  and  although  the 
produce  be  doubled,  rent,  wages,  and  profits  will  only  vary 
as  the  proportions  vary,  in  which  this  double  produce  may 
be  divided  among  the  three  classes  that  share  it 
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§84. 
I  howefer  to  be  comidered*  whether  the  appro- 
i  of  kiid«  and  the  consequent  creation  of  rent, 
win  orraeion  anj  Tariataon  in  the  relative  ralue  of  com- 
moditaei.  iadependentlj  of  the  quantity  of  labour  neceetaiy 
to  pcodaetaon.    In  order  to  understand  this  part  of  the 
enbject,  we  must  enquire  into  the  nature  of  rent,  and  the 
laws  bj  which  its  rise  or  fail  is  regulated. 
r     Bent  is  that  portion  of  the  produce  of  the  earth,  which 
1   is  paid  to  the  landlord  for  the  use  of  the  original  and 
^  iadestructable  powers  of  the  soil* 

It  is  often,  howerer.  confounded  with  the  interest  and 
profit  of  cajHlal,  and«  in  popular  language,  the  term  is 
^yplaed  to  whatever  is  annually  paid  bj  a  farmer  to  his 
landlord.  If,  of  two  adjoining  farms  of  the  same  extent, 
and  of  the  same  natural  fertility,  one  had  all  the  conveni- 
eocee  of  fsrming  buildings,  and,  besides,  were  properly 
drained  and  manured ,  and  adrantageousl  j  divided  bj  hedges, 
fenees,  and  walls,  while  the  other  had  none  of  these  advan- 
tages, more  remuneration  would  naturally  be  paid  for  the 
use  of  one,  than  for  the  use  of  the  other ;  yet  in  both  cases 
this  remuneration  would  be  called  rent.  But  it  is  evident 
that  a  portion  only  of  the  money  annually  to  be  paid  foi 
the  improved  farm,  would  be  given  for  the  original  and 
indsstmctible  powers  of  the  soil;  the  other  portion  would 

'  (TUi  deftailkNi  !•  very  Uxly  worded  and  inaoenrateL  In  tlae 
fifsl  place,  R«at  l«  only  paid  for  powon  ezeeeding  those  ol  the  Und 
jmM  wocth  caltiTnlinn.    In  the  liceond  plaes,  the  powen  art  eer* 


I 


CHAP.  II.]  OK  REHT.  45 

be  paid  for  the  ate  off  tlio  etpttal  whidi  hftd  been  employed 
in  amelionitiiig  the  quality  off  the  land,  and  in  ereetanf: 
fuch  buildinga  at  were  neceetaiy  to  iecare  and  preeenrc 
^'\        .  the  prodnce.    Adam  Smith  aometimee  apeaks  of  rent,  in 
f         '  the  strict  aenae  to  which  I  am  deaiiotia  off  confining  it,  bnt 
^         I  more  often  in  the  popular  aenae,  in  whidi  the  tenn  ia 
Sisuallj  emplojed.    ILd  telle  na,  that  the  demand  for 
timber,  and  itaconaequent  high  price,  in  the  more  aonthem 
c  countriea  of  Enrope,  canaed  a  rent  to  be  paid  for  foresta 

in  Norwaj,  which  conld  before  afford  no  rent.*  Ia  it  not, 
howerer,  erident,  that  the  person  who  paid  what  he  thua 
calls  rent,  paid  it  in  consideration  of  the  Taluable  com- 
moditj  which  was  then  standing  on  the  bmd,  and  that  he 
actuallj  repaid  himself  with  a  profit,  by  the  sale  of  the 
timber?  If,  indeed,  after  the  timber  was  remoTed,  any 
compensation  were  paid  to  the  landlord  for  the  use  of  the 
land,  for  the  purpose  of  growing  timber  or  any  other  pro- 
duce, with  a  riew  to  future  demand,  such  compensation 
might  justly  be  called  rent,  because  it  would  be  paid  for 
the  productive  powers  of  the  land ;  but  in  the  case  stated 
by  Adam  Smith,  the  compensation  was  paid  for  the  liberty 
of  remoring  and  selling  the  timber,  and  not  for  the  liberty 
of  growing  it.  He  speaks  also  of  the  rent  of  coal  mines, 
and  of  stone  quarries,'  to  which  the  same  obsenration 
applies — that  the  compensation  given  for  the  mine  or^ 
quarry,  is  paid  for  the  value  of  the  coal  or  stone  which 
can  be  removed  from  them,  and  has  no  connection  with  the 
original  and  indestructible  powers  of  the  land.  This  is  a 
distinction  of  ppreat  importance,  in  an  inquiry  concerning 
rent  and  profits;  for  it  is  foj^gaijL^that  the  laws  which 
regulate  the  pro^ess^of  rent,  are  vddely _differe5tl]fiiwn 
t^ee  whidTreguIate  the  progress  pf  profits,. jandjMldom 
o^iute  inTthe  same  direction.  In  all  improved  countriea, 
that^whidi  is  annually  paid  to  the  landlord,  partaking 
of  both  characters,  rent  and  profit,  is  sometimes  kept 
*  [Bk.  L  e.  xL,  pp.  61  b,  62  a.]       *  [Bk.  L  c.  xi.,  p.  70  a.] 
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tUtiofiarj  hj  the  effects  of  opposing  causes ;  at  other  times 
adrances  or  recedes,  as  one  or  the  other  of  these  causes  pre- 
ponderates. In  the  future  pages  of  this  work,  then,  when- 
erer  I  speak  of  the  rent  of  land,  I  wish  to  be  understoodas 
speaking  of  that  compensation,  which  is  paid  to  the  owner  of 
land  for  the  use  of  its  original  and  indestructible  powers. 

§  25.  On  the  first  settling  of  a  country,  in  which  there 
is  an  abundance  of  rich  and  fertile  land,  a  rerj  small  pro- 
portion of  which  is  required  to  be  cultivated  for  the  support 
of  the  actual  population,  or  indeed  can  be  cultivated  with 
the  capital  which  the  population  can  command,  there  will 
be  no  rent;  for  no  one  would  paj  for  the  use  of  land,  when 
there  was  an  abundant  quantity  not  yet  appropriated,  and, 
therefore,  at  the  disposal  of  whosoever  might  choose  to 
cultivate  it. 

On  the  common  principles  of  supply  and  demand,  no 
rent  could  be  paid  for  such  land,  for  the  reason  stated  why 
nothing  is  given  for  the  use  of  air  and  water,  or  for  any 
other  of  the  g^ifts  of  nature  which  exist  in  boundless 
quantity.  With  a  given  quantity  of  materials,  and  ¥rith 
the  assist&nce  of  the  pressure  of  the  atmosphere,  and  the 
elasticity  of  steam,  engines  may  perform  work,  and  abridge 
human  labour  to  a  very  great  extent ;  but  no  charge  is 
made  for  the  use  of  these  natural  aids,  because  they  axe 
inexhaustible,  and  at  every  man's  disposal  In  the  same 
manner  the  brewer,  the  distiller,  the  dyer,  make  incessant 
use  of  the  air  and  water  for  the  production  of  their  com- 
modities; but  as  the  supply  is  boundless,  they  bear  no 
price.^  If  all  land  had  the  same  properties,  if  it  were 
unlimited  in  quantity,  and  uniform  in  quality,  no  charge 

*  "  The  earth,  as  m-e  have  already  seen,  ia  not  the  only  agent  uf 
nature  which  haa  a  productive  power ;  but  it  is  the  only  one,  or 
nearly  to,  that  one  set  of  men  take  to  themaelvea,  to  the  exclusion 
ol  oChert  i  and  d  which,  oonaequently,  they  can  appropriate  the 
beosftta.  The  watenolrirert,  and  of  the  sea,  by  the  power  which 
Hmj  have  ol  giving  morement  to  our  niaehinee,  carrying  our  boats. 
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>  oould  be  iiMMte  for  Ut  iiae^  ml6»  wben  It  potMHed  peeD^ 
VadranUges  of  nioAiioii.  (it  ia  only,  then,  beooie  land 
if  not  '^]j^^^^  yn  n"^»*^^aad  uniform  inequality,,  and 
begtuie  in  the  progreaa  of  populatioi^  land  of  an  inferior, 
qualitj,  or  iMa^jUlTantageoasly  aitoated,  ia  called  into  ^ 
ciflUTationTSEat  rant.ia  ereor  paid ior.the.ose  of  it  W£en  ^ 
in*  the  pxogreea.of  sooiety^^land^of  jklie  aecond.degne  of 
fertility  ii  taken  into.  ealtiTation,,.rent  immediately jDom- 
menoes  on  that  of  the  fint  quality,  and  the  amonnt  <rf  tha^ 
rent  will  depend  on  the^differenoe  in^the^qnalilj.of  these 
two  portions  of  land/^ 

'When  land  of  thrftCud  quality  is  taken  into  eoltiTation,  1 
rent   immediately  commences  on  the  second,  and  it  is/ 
regelated  as  before,  by  the  difference  in  their  prodnetiTie 
powers.    At  the  same  *time,  the  rent  of  the  first  quality  i 
will  rise,  for  that  must  always  be  abore  the  rent  of  the ' 
second,  by  the  difference  between  the  produce  which  they  i 
yield  with  a  g^ven  quantity  of  capital  and  labour.    With^ 
every  step  in  the  progress  of  population,  which  shall  oblige 
a  country  to  have  recour8€rt(riand**of  a  worse  quality,  to 
enable  it  to  raise  its  supply  of  food,  rent,  on  all  the  more 
fertile  land,  will  rise. 

Thus  suppose  land — ^No.  1,  2,  8 — ^to  yield,  with  an  equal 
employment  of  capital  and  labour,  a  net  produce  of  100, 
90,  and  80  quarters  of  com.     In  a  new  country,  where 
there  is  an  abundance  of  fertile  land  compared  with  the 
population,  and  where  therefore  it  is  only  necessary  toN 
cultivate  No.  1,  the  whole  net  produce  will  belong  to  the  \ 
cultivator,  and  will  be  the  profits  of  the  stock  which  he 
advances.    As  soon  as  population  had  so  far  increased  as^ 
to  make  it  necessaiy  to  ctdtivate  No.  2,  from  which  ninety 

nourishing  our  fish,  have  also  a  productive  power ;  the  wind  which 
turns  our  mills,  and  even  the  heat  of  the  sun,  work  for  us  \  but 
happily  no  one  has  yet  heen  able  to  say,  the  '  wind  and  the  sun  are 
mine,  and  the  service  which  they  render  must  be  paid  lor."* — 
jSbowomte  Folitt^e,  par  J,  R  Say^  vol.  iL  p.  124« 
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onlj  oan  be  obtained  after  supporting  the 
rent  would  oommenoe  on  No.  1 ;  for  either 
thm%  miMi  be  two  rates  of  profit  on  agricultural  oapital, 
or  ten  quarters,  or  the  ralue  of  ten  quarters  must  be  with- 
drawn from  the  produce  of  No.  1»  for  some  other  purpose. 
Whether  the  proprietor  of  the  land,  or  anj  other  perscm* 
cvltiTated  No.  1,  these  ten  quarters  would  equallj  con* 
stitnte  rent ;  for  the  cultiTator  of  No.  2  would  get  the 
same  rssult  with  his  capital,  whether  he  cultirated  No.  1, 
pajing  ten  quarters  for  rent,  or  continued  to  cultiTate 
Xa  8,  paying  do  rent  In  the  seme  manner  it  might  be 
shown  that  when  No.  8  is  brought  into  cultiration,  the 
not  of  Na  2  must  be  ten  quarters,  or  the  ralue  of  ten 
quarters,  whilst  the  rent  of  No.  1  would  rise  to  twenty 
qnarten ;  for  the  cultivator  of  No.  3  would  hare  the  same 
proCts  whether  he  paid  twenty  quarters  for  the  rent  of 
No.  1,  ten  quarters  for  the  rent  of  No.  2,  or  cultirated 
No.  8  free  of  all  rent. 

§  26.  It  often,  and,  indeed,  commonlj  happens,  that 
bcfors  Na  2, 3, 4,  or  5,  or  the  inferior  lands  are  cultivated, 
capital  can  be  employed  more  productively  on  those  lands 
which  are  already  in  cultivation.  It  maj  perhaps  be 
found,  that  bj  doubling  the  original  capital  employed  on 
No.  1,  though  the  produce  will  not  be  doubled,  will  not  be 
increased  by  100  quarters,  it  may  be  increased  by  eighty- 
five  quarters,  and  that  this  quantity  exceeds  what  could  be 
obtained  bj  employing  the  same  capital,  on  land  No.  8. 

In  such  case,  capital  will  be  preferably  employed  on  the 
old  land,  and  will  equally  create  a  rent ;  for  rent  is  algavs 
thf,.diiference  between  the  produce  obtained  by  the  em- 
plqji^«t  of  twonsquaTquantities  of  capital. and  labour. 
If  wi^^ "^piial'of  JErOOJJTiTtenant  obtain  100  quarters 
of  wheat  from  his  land,  and  by  the  employment  of  a  second 
capital  of  iSl,000,  he  obtain  a  further  return  of  eighty-five, 
has  landlord  would  have  the  power  at  the  expiration  of  his 
.  of  obliging  him  to  paf  fifteen  quarters,  or  an  equiva- 
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of  tile  fmjKUKMi  SAha  f«itn  ■  pud  lor 

tkew^iliijMMlrf  tkt  MHsi  JBIjOOO  ■•  ] 

wxtk  a  nfenm  «f  wiiuly-tf  qni«H%  m*  vffl  tiboi  be 
pead£ortktMflMiXLOO0laiBivaiteeq[Hai»  tht  dif. 
fcreafitbctvecBthepfodafitef  tkne  tvo^  or  toi  qpartors; 
and  Aft  tke  Mat  tise  tkt  imt  ol  tkt  fint  JBl.OOO  wOUuk 
from  fifteen  to  tvntj-iveqmitan;  vUk  tb(  kat  ^61.000 
vill  {Mkj  no  rmt  whatever. 

If,  tiicB,  good  liad  existed  in  a  qmntitj  mneh  mote 
abondant  thui  tlie  piodiictioii  of  food  for  an  incfeniing 
popolation  rcqoixed,  or  if  cefiitnl  eonld  be  indefinitefy  em* 
plojed  without  a  diminiehed  leiom  on  the  old  faund,  there 
ooiJd  be  no  nee  of  rent ;  for  rent  inTmriablj  paroceeda  from 
the^mph>jment  of  an  additicMuJquantiij  ^^  labour  with  a 
prop(»tiooall J  lem  return. 

S  27.  The  moot  fertile,  and  moat  faTonrably  aitoated, 
land  will  be  firit  coltiTated,  and  the  exchangeable  Talne  of 
iu  produce  will  be  ad jnated  in  the  aame  mann^  aa  the 
exchangeable  valne  of  all  other  commoditiea,  hj  the  total 
qoanti^  of  labour  neoeaaarj  in  Tarioua  forma  from  firat  to 
laat,  to  produce  xt»  and  bring  it  to  market.  When  land  of 
an  inferior  qualitj  ia  taken  into  cokiTationy  the  exchange- 
able Talue  of  raw  produce  will  riae,  becanae  more  labour  ia 
required  to  produce  it. 
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The  infttiMiggaMe  ralue  of  all  oommoditiei,  whether  the^ 
W  Bftan&ietiired,  or  the  produce  of  the  minee,  or  thO) 
prodnee  of  land,  it  alwajra   regulated,  not  by  the  leeigr 
f«Mitity  ol  labour  that  will  tuiBce  for  their  production^ 
under  dreumstancee   highlj  &TOurable,  and  exdunyel^'' 
eajojod  bj  tboee  who  haTC  peculiar  fadlitaee  of  product 
taoa;  but  bj  the  greater  quantitj  of  Ubour  neoeaearilj 
bertowed  on  their  production  hj  thoae  who  hare  no  such 
facilities;  by  tboee  who  continue  to  produce  them  under 
tibm  moat  unfkTonrable  cireuinetancee ;  meaning, — bj  the 
t  unfaTourable  cireumstancea,  the  most  unfarourable 
'  which  the  quantity  of  produce  required,  renders  it 
'  to  carrjr  on  the  production. 

Thus,  in  a  charitable  institution,  where  the  poor  are  set 
to  work  with  the  funds  of  benefactors,  the  general  prices 
mi  the  commodities,  which  are  the  produce  of  sudi  work, 
will  not  be  goTemed  bj  the  peculiar  facilities  afforded  to 
these  workmen,  but  bj  the  common,  usual,  and  natural 
difficulties,  which  ererj  other  mauufacturer  will  have  to 
coeounter.  The  manufacturer  enjojing  none  of  these 
fadlities  might  indeed  be  driTcn  altogether  from  the 
market,  if  the  supplj  afforded  bj  these  faroured  workmen 
were  equal  to  all  the  wants  of  the  community ;  but  if  he 
oontinued  the  trade,  it  would  be  only  on  condition  that  he 
should  derire  from  it  the  usual  and  general  rate  of  profits 
oo  stock ;  and  that  could  only  happen  when  his  commodity 
aoU  for  a  price  proportioned  to  the  quantity  of  labour 
bestowed  on  its  production.' 

'  Has  not  M.  Say  fbrgolieii,  in  the  following  pasBSge,  that  it  in 
the  cost  ol  produetioo  which  ultimately  regnlates  price?  "Tlie 
prodaee  ol  Uhoor  employed  on  the  land  ha*  thia  peculiar  property, 
that  it  doei  not  heeoine  more  dear  hy  becoming  more  aearoe,  be- 
eaan  popnlatioo  always  diminiahes  at  the  tame  time  that  food 
,  and  consequently  the  quantity  ol  those  prodnetA  de* 
diminishes  at  the  same  time  as  the  quantity  sapplied. 
,  it  is  ast  obssnred  that  corn  is  more  dear  in  those  places 
whsrs  thsrs  is  plsaty  ol  nncaltiTated  land,  than  in  eomplotely 
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tL  je.  is  Vein—  aunt  lumr  a  cmpb^cd  in  tke  prodae- 1 
ti* »  ^  iOii  jOflB  poctarw  ■finrawf.  mad  aoc  bccmiae  n  lent  ia  i 
;«:^  td  CK  Tinrfiflg^k.    TW  vmlat  of  corm  it  regnklcd  by  J 
toe  q-aiathj  of  Ubovr  bitootd  on  iU  prodnctioii  on  that 
i^^alhj  «f  laad,  or  wisk  tLu  portua  of  c^wtd,  whidi  fmjm 
BO  RKL    Con  io  BOC  kigk  boemBoe  n  rent  is  paid*  bat  a\ 


pcriecsl  J  cshrvmaai 
pfodaeeiJ  a«di  lea 

Dad  noUata 
popolatioo ;  tbc 
of  tbc  •vpplj. 


vm  aodi  moco  im- 

tkMM  they  m  aofv ;  ike j 

from  all  thot  wo 

villi  tbo  Tftlae  ol  otbcr  tkiB^  eoni  was 

If  iko  ptodoco  vas  lev,  to  was  ike 

ol  ike  iwaiaii  eonpenMied  ihe  feeble- 

[Sm^j'-trprmPuimmememL]    VoL  iL  338. 


[Correct  refoesee,  pu  317.  oote  '.]  >L  Say  being  inwyed  wiik 
ike  ofwugo  tkai  tke  priee  ef  eoimoditiet  it  ngu^MTEj  ihejnioe 
of  Ubdorl  and  joatlj  eepposng  ika^  ^ariiable~insiiiiiiion8  (tf  all 
oortriend  io  incieaae  ike  popelation  bqrood  wkai  it  otberwiee 
would  be,  and  tkerefore  io  lower  wa^ea,  saja,  *'  I  anapeei  ikai  ike 
eke^HMM  of  ihe  good%  wkiek  eome  IrMn  Enfl^aad,  la  parily  eaoaed 
by  ihe  nomenwa  chariiable  ineiiiiitioot  whiek  ^xuA  in  ikai 
'."  VoLiLSTT.  [Noie*.]  Thia  it  a  eoMitieni  opinion  in 
n  aina  ikai  wagea  rognlaie  price. 
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(  rmt  10  pftid  became  com  is  high ;  and  it  has  been  jnstlj 
obserfcd,  that  no  reduction  would  take  place  in  the  price 
of  corn,  although  landlords  should  forego  the  whole  of 
their  rent  Such  a  measure  would  onlj  enable  some 
ftmners  to  live  like  gentlemen,  but  would  not  diminish  the 
quaatitj  d  labour  necessary  to  raise  raw  produce  on  the 
least  pfoductiTC  land  in  cultiration. 

§  28.  Nothing  is  more  common  than  to  hear  of  the 
advantages  which  the  land  possesses  orer  ereiy  other 
aouroe  of  useful  produce,  on  account  of  the  surplus  which 
it  yields  in  the  form  of  rent  Yet  when  land  is  most 
abundant  when  most  productive,  and  most  fertile,  it 
yidds  no  rent;  and  it  is  only  when  its  powers  decay,  and 
less  is  yielded  in  return  for  labour,  that  a  share  of  the 
original  produce  of  the  more  fertile  portions  is  set  apart 
for  rent  It  is  singular  that  this  quality  in  the  land, 
which  should  have  been  noticed  as  an  imperfection,  com- 
pared with  the  natural  agents  by  which  manufacturers  are 
assisted,  should  have  been  pointed  out  as  constituting  its 
peculiar  pre-eminence.  If  air,  water,  the  elasticity  of 
steam,  and  the  pressure  of  the  atmosphere,  were  of  various 
qualities ;  if  they  could  be  appropriated,  and  each  quality 
existed  only  in  moderate  abundance,  they,  as  well  as  the 
Und,  would  afford  a  rent  as  the  successive  qualities  were 
brought  into  use.*  With  every  worse  quality  employed, 
the  value  of  the  commodities  in  the  manufacture  of  which 
they  were  used,  would  rise,  because  equal  quantities  of 
labour  would  be  less  productive.  Man  would  do  more  by 
the  sweat  of  his  brow,  and  nature  perform  less ;  and  the 
land  would  be  no   longer    pre-eminent  for  its  limited 


If  the  surplus  produce  which  land  affords  in  the  form 

*  [To  tofus  szteat  they  art  so  appropriaiad.  Parttcalar  atmo- 
•pbsM,  btcsais  ihm  opportani^  ci  enjoyiiig  them  k  confined  to 
tkoM  ta  powewloa  ci  thm  laad^oCher  aatwal  loress  temporarily 
^  patsai  rigkU.] 
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§  t9.  The  rise  of  lent  is  always  the  effect  of  the  in- 
*  cnang  wealth  of  the  countrj,  and  of  the  difficulty  of 
pvofidisg  food  for  its  augmented  population.  It  is  a 
■jvipiom,  bat  it  is  nerer  *  cause  of  wealth ;  for  wealth 
alien  inmascs  most  rapidlj  while  rent  is  either  stationarj* 
or  even  idling.  Bent  increases  mos^-  TftPJllVi  ^^  tht  ^iff 
posabis  laa^  ^^^TWn  in  its  prodne^Tft  y^wpnt^  Wealth 
inrressss  most  rapidly  in  those  countries  where  the  dis- 
posaUe  land  is  most  fertile,  where  importation  is  least 
,  and  whers  through  agricultural  improrementSt 
I  can  be  multiplied  without  any  increase  in  the 
quantity  of  labour,  and  where  consequently 
Itks  PWjLiess  of  rent  is  slow. 


I  sad  wmler,  which  move  oar  machinery,  and  aasist  naviga- 
Ima,  asthJBf  ?  The  pfMWiie  ci  the  atmosphere  and  the  elasticity 
el  sl—i,  which  enable  us  to  work  the  most  stupendoua  engines — 
mrm  thejr  sot  the  gifts  of  nature  ?  to  say  nothing  of  the  eflectn  of 
%hm  mmtter  of  heat  in  softening  and  melting  metals,  of  the  decom- 
pmitmm  of  the  atmosphere  in  the  process  of  dying  and  fermenta- 
tsoa.  There  is  not  a  manofactore  which  can  be  mentioned,  in 
wludi  aatwe  does  not  give  her  assistance  to  man,  and  give  it  too, 
gaamwMly  and  gratuitoiisly. 

In  rMmrfciag  on  the  passage  wliich  I  have  copied  from  Adam 
8mith,  Mr.  Buchanan  observes,  "  Nhave  endeavoured  to  show, 
is  the  ohservatioos  on  productive  ancT  unproductive  labour,  con- 
tained in  the  fourth  volume,  that  agriculture  adds  no  more  to  the 
■stiensl  slock  than  any  other  sort  of  industry.  In  dwelling  on 
the  rsprodactioa  of  rent  as  so  great  an  advantage  to  society.  Dr. 
South  does  not  reflect  that  rent  is  the  eflect  of  high  price,  and  that 
what  the  landlord  gains  in  this  way,  he  gains  at  the  expense  of  the 
conummity  at  large.  There  is  no  absolute  gain  to  the  society  by 
the  reprodnctioQ  of  rent;  it  is  only  one  class  profiting  at  the 
expense  of  another  class.  The  motion  of  agriculture  yielding  a 
prodnee,  and  a  rent  hi  consequence,  because  nature  ooncurs  with 
hnmsB  indnetry  in  the  process  of  cultivation,  is  a  mere  fancy.  It 
is  not  frosi  the  prod  nee,  bat  from  the  price  at  which  the  produce 
is  sold,  that  the  rent  is  derived ;  and  this  price  is  got  not  because 
nstnre  sssista  in  the  prednction,  but  because  it  is  the  prioe  which 
•nftSs  the  cans— iption  to  the  supply.**  [teith  ed.  Buchanan^ 
vsL  ii  fL  as,  el  a  zavi  note  1.] 
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Bfcrjr  redoetioQ  of  capital  is  therefore  neoeMarily  followed 
bj  a  leM  ellectiTe  demand  for  com*  by  a  fall  of  price,  and 
hj  diMmiahed  enltiTation.  In  therererae  order  to  that  in 
whidi  the  aeenmnlation  of  capital  raises  rent,  will  the 
diauBotioii  of  it  lower  rent  Land  of  a  less  nnproductire 
qualitj  will  be  in  snooession  relinqaished,  the  exchange- 
able Talne  of  produce  will  fall,  and  land  of  a  superior 
qoalitj  win  be  the  last  land  cnltiTated,  and  that  which  will 
tkea  pay  no  rent 

{  SI.  The  same  effects  may  howcTcr  be  produced,  when 
the  wealth  and  population  of  a  country  are  increased,  if 
that  increase  is  accompanied  by  such  marked  improTe- 
ments  in  agriculture,  as  shall  haTe  the  same  effect  of 
diminishing  the  necessity  of  cultiTating  the  poorer  lands, 
or  of  expending  the  same  amount  of  capital  on  the  culti- 
"vatioa  c^  the  more  fertile  portions.' 

If  a  million  of  quarters  of  com  be  necessary  for  the 
support  of  a  giren  population,  and  it  be  raised  on  land  of 
the  qualities  of  *l^o.  1,2,  3;  and 'if  an  improyement  be 
afterwards  discorered  by  which  it  can  be  raised  on  No.  1 
and  2,  without  employing  No.  3,  it  is  erident  that  the 
immediate  effect  must  be  a  fall  of  rent ;  for  No.  2  in- 
stead of  No.  3,  will  then  be  cultiyated  without  paying 
any  rent ;  and  the  rent  of  No.  1,  instead  of  being  the 
diibrence  between  the  produce  of  No.  3  and  No.  1,  will  be 
the  difference  only  between  No.  2  and  1.  With  the  same 
population,  aod  no  more,  there  can  be  no  demand  for  any 
additional  quantity  of  com ;  the  capital  and  labour  em- 
ployed on  No.  3  will  be  dcYOted  to  the  production  of  other 
commodities  desirable  to  the  community,  and  can  hare  no 
effect  in  raising  rent,  unless  the  raw  material  from  which 
they  are  made  cannot  be  obtained  without  employing 
capital  less  adTantageously  on  the  land,  in  which  case 
No.  S  must  again  be  cultirated. 

It  is  undoubtedly  true,  that  the  fall  in  the  relatire  price 
*  CCr.  f  117  and  Appemlix  Rl 


to 

&  faJi  ia  the  price  of  wmw  prodaee;  thcj  botk  ofiMi  re&t» 
liizttbejdoBotalectheq[uDj.  If  tkey  did  aoi  oocaaoB 
&  fall  ia  tbe  priee  ci  wmw  ptodoce,  tkej  vo«ld  not  bo  im- 
provcnKgU ;  for  it  is  the  fiwliil  q[iialitj  of  an  impnrrt* 
moot  to  dhnhiith  the  qfoaatitj  of  faifaoar  before  leqniied 
to  prodoce  acommodity ;  and  tUi  dimmvtkm  eaimot  take 
place  without  a  hJl  of  its  price  or  idatiTe  Talne. 

The  improTemeiite  which  increaied  the  prodactiTe 
powers  of  the  knd,  are  such  at  the  more  ddlfal  lotatioQ 
of  crope,  or  the  better  dioioe  <rf  manme.  These  improre- 
mente  abeolntely  enable  u»  to  obtain  the  nme  produce 
from  a  smaller  quantity  of  land.  I^  by  the  introdiicti<»i 
of  a  coorse  of  tnmipe,  I  can  feed  my  sheep  besides  raising 
mj  com«  the  land  on  which  the  sheep  were  before  fed 
becomes  nnnecessary,  and  the  same  quantity  of  raw  pro- 
duce is  raised  by  the  employment  of  a  less  quantity  of 
land.  If  I  discorer  a  manure  which  will  enable  me  to 
make  a  piece  of  land  produce  20  per  cent  more  com,  I 
may  withdraw  at  least  a  portion  of  my  capital  from  the 
most  unproductiTe  part  of  my  farm.     But,  m  I  before 


n 
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it  is  noi  BtCMiMy  that  lud  dumld  be  tlumm 
OQtofoihmlioB,  in  Older  to  rediioe  rent:  to  produce  this 
cleet»  it  is  enfleieni  that  enooeeaTe  portions  of  espitsl  are 
eaiploTed  on  the  same  land  with  different  results,  and 
that  the  portion  which  gjtwm  the  least  result  should  be 
withdrawn.  If,  bj  the  introduction  of  the  turnip  hus- 
bandry, or  bj  the  use  of  a  more  inrigorating  manure,  I 
can  obtain  the  same  produce  with  less  capital,  and  with- 
out distorbing  the  difference  between  the  productiTe 
powers  of  the  sneeessiTe  portions  of  capital,  I  shall  lower 
lent ;  for  a  different  and  more  productiTc  portion  will  be 
thai  whidi  will  form  the  etandard  from  which  ererj  other 
wiD  be  redroned.  If,  for  example,  the  successiTe  p<Mrtions 
of  capilnl  yielded  100,  90,80, 70;  whilst  I  employed  theee 
four  portions,  my  rent  would  be  90,  or  the  difference 
between 

70sBdl00«30^ 

70  and   00«20 

TOaail   S0«10  I   whibt  the  produes 
would  be  340 


eo 


100 
00 
80 
70 


340 


and  while  I  employed  these  portions,  the  rent  would 
remain  the  same,  although  the  produce  of  each  should 
haTe  an  equal  augmentation.  If,  instead  of  100, 90, 80,  70, 
the  produce  should  be  increased  to  125, 115, 105,  95,  the 
rent  would  still  be  80,  or  the  difference  between 


05  and  125-30 
Maad  115«20  I  whiUt  the  produce 
95  sad  105a  10  }  would  be  increated 
to  44a 

eo 


125 

llA 

103 

03 

440 


But  with  such  an  increase  of  produce,  without  an  increase 
of  demand,'  there  coiild  be  no  motire  for  employing  so 

*  I  hope  I  asi  aoi  aadentood  m  undenrmluing  the  impoitaaoe  of 
all  ssrie  ef  improTemsBte  ia  sgricultare  to  landlonle^tlieir  im« 
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much  capital  on  the  land;  one  portion  would  be  with- 
drawn, and  consequently  the  last  portion  of  capital  would 
yield  105  instead  of  95,  and  rent  would  fall  to  80,  or  the 
difference  between 


105  and  126>i20  * 
105  and  115-10 

» 

whilst  the  produce  will  be  still 
adequate  to  the  wants  of  the 
population,  for  it  would  be  345 
quarters^  or 


125 
115 
105 

345 


the  demand  being  only  for  840  quarters. 

But  there  are  improTements  which  may  lower  the  rela-^ 
tiye    value  of  produce  without   lowering  the  com  rent, 
though  they  will  lower  the  money  rent  of  land.    Such 
improvements  do  not  increase  the  productive  powers  of 
the  land ;  but  they  enable  us  to  obtain  its  produce  with 
less  labour.     They  are  rather  directed  to  the  formation  of] 
the  capital  applied  to  the  land,  than  to  the  cultivation  of 
the  land    itself.     Improvements  in  agricultural  imple- 
ments, such  as  the  plough  and  the  thrashing  machine, 
economy  in  the  use  of  horses  employed  in  husbandry,  and 
a  better   knowledge  of  the  veterinary  art,  are  of  this 
nature.    Less  capital,  which  is  the    same   thing  as  less] 
labour,  will  be  employed  on  the  land;  but  to  obtain  the| 
same  produce,  less  land  cannot  be  cultivated.    Whether  i 
improvements  of  this  kind,  however,  affect  com  rent,  must 
depend  on  the  question,  whether  the  difference  between 
the  produce  obtained  by  the   employment  of  different 
portions  of  capital  be  increased,  stationary,  or  diminished. 
If  four  portions  of  capital,  50,  60,  70,  80,  be  employed  on 
the  land,  giving  each  the  same  results,  and  any  improve- 
ment  in  the  formation  of  such  capital  should  enable  me  to 

mediate  effect  is  to  lower  rent ;  but  as  they  give  a  great  stimulua 
to  population,  and  at  the  same  time  enable  us  to  cultivate  poorer 
lands,  with  less  labour,  they  are  ultimately  of  immense  advantage 
to  landlords.  A  period,  however,  must  elapse,  during  which  they 
are  positively  injurioua  to  him.  [For  discussion  of  this  point,  see 
Appendix  B.] 


POLITICAL  EOONOM T.  [OH^P.  n. 

^I^^dimw  6  from  etch,  to  that  they  should  be,  45,  55,  65, 
^/^  75,  no  Alteration  would  take  place  in  the  com  rent ; 
^^^  if  tlia  impioTOnflnte  were  each  as  to  enabls  ma  to 


Om  whole  saTing  on  that  portion  of  espitalt  whieh  is 
piodnetiTely  employed,  oom  rent  would  immediately 
tlM  diifarenoe  between  the  capital  most  pn>» 
and  the  capital  least  pioduetiTeb  would  be  dimi- 
and  it  is  this  dilEerance  which  constitntes  rent.* 
Wilhovt  multiplying  instances,  I  hope  enough  has  been 
^ril  to  show,  that  whatever  diminishfs  the  inequality  in 
'^ks  pioduce  obtained  from  sneeessiTe  p<»tions  of  cs^tal 
imiiujed  on  the  same  or  on  new  land,  tends  to  lower  rent ; 
that  whatever  increases  that  inequality,  necessarily 
an  opposite  dset,  and  tends  to  raise  it. 
In  speaking  of  the  rent  of  the  landlord,  we  hare  rather 
it  as  the  proportion  of  the  produce^  obtained 
a  givnn  capital  on  any  given  farm,  without  any  ra- 
te its  eidiangsable  valoe ;  but  since  the  same 
the  difleuHy  of  psoduetbn,  raises  the  ezdiangeable 
^alneof  lawpioduceb  and  raises  also  the  proportion  of  raw 
fvsdnee  paid  to  the  landlord  for  rent,  it  is  obvious  that 
At  landlord  is  doubly  benefited  by  difkulty  of  produc* 
tion.    First  he  obtains  a  greater  share,  and  secondly  the 
commodity  in  which  he  is  paid  is  of  greater  value.' 

•tCl  156.1 

*  To  isks  tkit  obriouii,  and  to  show  the  degrees  ia  which  corn 
ani  mooqr  rmt  will  rary,  let  us  snppoee  that  the  labour  of  tea 
■oa  wiD,  oa  lead  of  a  certain  quality,  ohtaja  180  quarten  of 
wheat,  aad  its  value  to  be  £4  per  quarter,  or  £790 ;  aad  that  the 
Uow  of  tea  additional  mea  will,  on  the  same  or  any  other  land, 
pssduee  only  170  quarters  ia  addition ;  wheat  would  rise  from  £4 
to  £4  4a.  M  lor  170  X 180  M  £4  I  £4  4a.  SdLi  or,  as  ia  the  produe* 
tien  el  170  quarters,  the  labour  of  10  mea  is  aeeeseary  ia  one  eaee^ 
and  sa^  el  0.44  hi  the  other,  the  rise  would  be  as  0.44  to  10,  or  as 
MteM4a.8it    II 10  mea  be  further  employed,  Md  the  return  be 

180,  the  price  will  Ike  to  £4  10  0 
UO,  „  „  4  18    0 

Uf^  ^  H         £5    t  10      <^ 
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Now  if  DO  rant  wms  pud  for  the  land  wluefa  yielded  180qiuurten» 
when  eorn  wms  at  £4  per  quarter,  the  raliie  of  10  qnarten  woold 
be  paid  ae  rent  when  only  170  eovld  be  proeared,  whidt*  at 
£4U.Sd.  would  \m£42U6d. 

20  quarters  when  100  were  pradveed,  which  at  £4  10a  woold 

be£0a 
aO  quarters  when  150  were  pradneed,  which  at  £4  10a  would 

be  £144. 
40  quarters  when  140  were  produced,  nHiidi  at  £d  Sa  lOtf. 

would  be  £205  lU  4d. 

{100^  rioo 

2tX)  I  and  mon^  r»t  in  the!  212 
aOOf  pioportiflBel  |  S40 
400J  1485 


CHAPTER  in.— ON  THE   RENT  OP  MINES. 

§82. 

'T^HE  meUli,  like  other  things,  are  obtained  bj  labour. 

^      Nature,  indeed,  produces  them ;  but  it  is  the  labour 

of  man  which  extracts  them  from  the  bowels  of  the  earth, 

and  prepares  them  for  our  serrice. 

Mines,  as  well  as  land,  generally  pay  a  rent  to  thdr 
owner;  and  this  rent,  as  well  as  the  rent  of  land,  is  the 
effect,  and  nerer  the  cause  of  the  high  Talue  of  their 
produce.* 

If  there  were  abundance  of  equally  fertile  mines,  which 
anyone  might  appropriate,  they  could  yield  no  rent ;  the 
Talue  of  their  produce  would  depend  on  the  quantity  of 
labour  necessary  to  extract  the  metal  from  the  mine  and 
bring  it  to  market. 

But  there  are  mines  of  rarious  qualities,  affording  rerj 
different  results,  with  equal  quantities  of  labour.  The 
metal  produced  from  the  poorest  mine  that  is  worked, 
must  at  least  hare  an  exchangeable  value,  not  only  suffi- 
cient to  procure  all  the  clothes,  food,  and  other  necessaries 
consumed  by  those  employed  in  working  it,  and  bringing 
the  produce  to  market,  but  also  to  afford  the  common  and 
ordinary  profits  to  him  who  advances  the  stock  necessary 

'  (la  writing  Uiiu  Riesrdo  i*  speaking  of  rent  in  its  strict  sense 
aad  aoi  of  that  "  rent  of  mines  **  which  inclndee  a  payment  that 
as  s  **  compensation  giren  for  the  mine  or  qoarry,  k  paid  for  the 
value  of  the  eoal  or  stone  which  can  be  removed  from  them,  and 
has  no  eooaexioo  with  the  original  and  iadeetraetfUe  powers  of 
tf»4)J. 
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to  carry  on  the  undertaldng.'  The  return  for  capital  from 
the  poorest  mine  pajing  no  rent^  would  regulate  the  rent 
of  flJl  the  other  more  productiye  mines.  This  mine  is 
supposed  to  jield  the  usual  profits  of  stock.  All  that  the 
other  mines  produce  more  than  this,  will  necessarily  he 
paid  to  the  owners  for  rent.  Since  this  principle  is  pre- 
cisely the  same  as  that  which  we  hare  already  laid  down 
respecting  land,  it  will  not  be  necessary  further  to  enlarge 
on  it.  « 

It  will  be  sufficient  to  remark,  that  the  same  general 
rule  which  regelates  the  value  of  raw  produce  and  manu- 
factured commodities,  is  applicable  also  to  the  metals; 
their  value  depending  not  on  the  rate  of  profits,  nor  on 
the  rate  of  wages,  nor  on  the  rent  paid  for  mines,  but  on 
the  total  quantity  of  labour  necessaxy  to  obtain  the  metal, 
and  to  bring  it  to  market 

Like  every  other  commodity,  the  value  of  the  metals  is 
subject  to  variation.  Improvements  may  be  made  in  the 
implements  and  machinery  used  in  mining,  which  may 
considerably  abridge  labour ;  new  and  more  productive 
mines  may  be  discovered,  in  which,  with  the  same  labour, 
more  metal  may  be  obtained ;  or  the  facilities  of  bringing 
it  to  market  may  be  increased.  In  either  of  these  cases 
the  metals  would  fall  in  value,  and  would  therefore  ex- 
change for  a  less  quantity  of  other  things.  On  the  other 
hand,  from  the  increasing  difficulty  of  obtaining  the  metal, 
occasioned  by  the  greater  depth  at  which  the  mine  must 
be  worked,  and  the  accumulation  of  water,  or  any  other 
contingency,  its  value  compared  with  that  of  other  things, 
might  be  considerably  increased. 

It  has  therefore  been  justly  observed,  that  however 
honestly  the  coin  of  a  country  may  conform  to  its  standard, 
money  made  of  gold  and  silver  is  still  liable  to  fluctuations 
in  value,  not  only  to  accidental  and  temporary,  but  to  per- 

^  [In  actual  fact  it  must  also  compensate  for  damage  done  to  the 
property  by  removal  of  coal  or  other  minerals.] 
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^^cut  and  u&tunl  Tariatioos,  in  the  a&me  maiioer  as 
^^''^  cam  modi  ties. 

^^^^  Um  diacpfgy  off  Amnrkm  uid  the  rich  minM  in 

I  it  aboaadiv  a  Toy  gvafti  effeei  wm  produced  on  the 

price  off  the  piocioiie  metds.    This  effect  ie  hj 

wippoeed  not  jet  to  h»ve  tenninated.    It  ie  pro* 

r«  that  ell  the  effects  on  the  Talue  of  the 

\  from  the  discovery  of  America  hare  long 

if  any  fsQ  has  of  kte  Tears  taken  phce  in 

'  ythm,  it  is  to  be  attrihuted  to  improrements  in  the 

I  of  iTOflmis  the  mines. 

it  may  have  proceeded,  the  effect 

I  so  dow  and  gradnsl,  that  little  practical  incon- 

hie  been  fdt  from  gold  and  silrer  being  the 

in  which  the  Talue  of  all  other  things  i^ 

Though  undoubtedlj  a  Tariable  measure  of 

there  is  probably  no  commodity  subject  to  fewer 

This  and  the  other  adraotages  which  these 

possess,  such  as  their  hardness,  their  malleability, 

'  diTisibility,  and  many  more,  hare  justly' secured  the 

I  erenrwhere  giTen  to  them,  as  a  standard  for  the^ 

ey  of  cirilised  countries. 

If  equal  quantities  of  labour,  with  equal  quantities  of 

^^led  cs|ntal,  could  at  ell  times  obtain,  from  that  mine 

^bich  paid  no  rent,  equal  quantities  of  gold,  gold  would  be 

%•  nearly  an  iuTariable  measure  of  ralue,  as  we  could  in 

tbe  nature  of  things  possess.    The  quantity  indeed  would 

enlarge  with  the  demand,  but  its  Talue  would  be  iuTari- 

able,  audit  would  be  eminently  well  calculated  to  measure 

the  Taiying  Talue  of  all  other  things.    I  haTe  already  in  a 

former  part  of  this  work  considered  gold  as  endowed  with 

this  uniformity,  and  in  the  following  chapter  I  shall  con- 

tinue  the  supposition.    In  speaking  therefore  of  Tarying 

priest  the  Tariation  will  be  always  considered  as  being  in 

tmodity,  and  noTor  in  the  medium  in  which  it  is 


CHAPTER  IV.— ON  NATUBAL  AND  ICABKET 
PRICE. 

§88. 
TN  makiiig  labour  the  ftwrndation  of  tlia  Talua  of  eom- 
^  moditiet,  and  the  oompantiToqiiantity  of  Uboar  which 
is  neoesaaiy  to  their  prodoetioii,  the  mle  which  determinee 
the  letpectire  quantities  of  goods  which  shall  be  giTen  in 
exchange  for  each  other,  we  must  not  be  supposed  to  demf. 
the  accidental  and  temporaiy  deviations  of  the  actual  or 
market  price  of  commodities  from  this,  their  primaxy  and  . 
natural  price. 

In  the  ordinary  course  of  events,  there  is  no  commodity 
which  continues  for  any  length  of  time  to  be  supplied  pre- 
cisely in  that  degree  of  abundance,  which  the  wants  and 
wishes  of  mankind  require,  and  therefore  there  is  noneji 
which  is  not  subject  to  accidental  and  temporary  Tariations  | 
of  price. 

It  is  only  in  consequence  of  such  yariations,  that  capital 
is  apportioned  precisely,  in  the  requisite  abundance  and  no 
more,  to  the  production  of  the  different  commodities  which 
happen  to  be  in  demand.  With  the  rise  or  fall  of  price, 
profits  are  elcTated  abore,  or  depressed  below  their  general 
level,  and  capital  is  either  encouraged  to  enter  into,  or  is 
warned  to  depart  from  the  particular  employment  in  which 
the  variation  has  taken  place.* 

Whilst  eiverj  man  is  free  to  employ  his  capital  where  he 

^  [As  Dr.  Schiiffle  points  out  in  *'  The  Quintesssnee  of  Sodslism  ** 
(Engl  ed.,  e.  viL),  any  Sodsliatio  system  which  negleets  this  eoa* 
sidsration  is  predestined  to  failore.] 
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he  will  natonllj  seek  for  it  that  employment 
whadi  is  mo0t  adTuitageoai ;  he  will  naturally  be  dissatia- 
ied  with  a  profit  of  10  per  cent,  if  by  removing  his 
capital  he  can  obtain  a  profit  of  15  per  cent.  This  rest- 
leae  desire  oo  the  part  of  all  the  employers  of  stock*  to  quit 
a,  less  profitable  for  a  more  adTantageous  business,  has  a 
strong  tendency  to  equaliie  the  rate  of  profits  of  all,  or  to 
fix  them  in  such  proportions,  as  may  in  the  estimation  of 
the  parties,  compensate  for  any  adrantage  which  one  may 
haTSb  or  may  appear  to  hare  OTcr  the  other.  It  is  per- 
haps Tery  difficoH  to  traoe  the  steps  by  which  this  change 
is  elEected :  it  is  probably  effected,  by  a  manufacturer  not 
abeolutdy  changing  his  emplojment,  but  only  lessening 
the  quantity  of  capital  he  has  in  that  employment.  In  all 
rich  countries,  there  is  a  number  of  men  forming  what  is 
caOed  the  monied  class;  these  men  are  engaged  in  no 
trade,  but  Uyc  on  the  interest  of  their  money,  which  is 
employed  in  discounting  bills,  or  in  loans  to  the  more 
industrious  part  of  the  community.  The  bankers  too 
employ  a  large  capital  on  the  same  objects.  The  capital 
so  employed  forms  a  circulating  capital  of  a  large  amount, 
and  is  employed,  in  larger  or  smaller  proportions,  by  all 
the  different  trades  of  a  country.  There  is  perhaps  no 
manufacturer,  howerer  rich,  who  limits  his  business  to 
the  extent  that  his  own  funds  alone  will  allow:  he  has 
alwATs  some  portion  of  this  floating  capital,  increasing  or 
diminishing  according  to  the  activity  of  the  demand  for  his 
commodities.  When  the  demand  for  silks  increases,  and 
that  for  cloth  diminishes,  the  clothier  does  not  remoye 
with  his  capital  to  the  silk  trade,  but  he  dismisses  some 
of  his  workmen,  he  discontinues  his  demand  for  the  loan 
from  bankers  and  monied  men;  while  the  cose  of  the 
silk  manufacturer  is  the  rererse :  he  wishes  to  employ  more 
workmen*  and  thus  his  motare  for  borrowing  is  increased : 
be  borrows  more,  and  thus  capital  is  transferred  from  one 
sasployment  to  another,  without  the  necessity  of  a  manu^ 


CHAF.  IT.]      OH  KATTRAJ;  AXB  XARXST  PRICB.  67 

fiustuierdisoontinuiiigliiflusailoocnpatioiL  Whenwelook 
to  the  markets  of  a  large  town,  and  obeenre  bow  regnkrlj 
thej  are  supplied  both  with  home  and  foreign  eommoditiaSt 
in  the  quantity  in  which  they  are  required,  under  all  the  dr- 
cumstances  of  varying  demand,  arising  from  the  caprice  of 
taste,  or  a  change  in  the  amount  of  population,  without 
often  producing  either  the  effects  of  a  glut  from  a  too 
abundant  supply,  or  an  enormously  high  price  from  the 
supply  being  unequal  to  the  demand,  we  must  confess  that 
the  principle  which  apportions  capital  to  each  trade  in  the 
precise  amount  that  it  is  required,  is  more  actire  than 
is  generally  supposed.' 

§  34.  A  capitalist,  in  seeking  profitable  employment  for) 
his  funds,  will  naturally  take  into  consideration  all  the' 
advantages  which  one  occupation  possesses  over  another.j 
He  may  therefore  be  willing  to  forego  a  part  of  his  money; 
profit,  in  consideration  of  the  security,  cleanliness,  ease,  or 
any  other  real  or  fancied  advantage  which  one  employ- 
ment may  possess  over  another. 

If  from  a  consideration  of  these  circumstances,  the 
profits  of  stock  should  be  so  adjusted,  that  in  one  trade 
they  were  20,  in  another  25,  and  in  another  30  per  cent.,  * 
they  would  probably  continue  permanently  with  that  rela- 
tive difference,  and  with  that  difference  only ;  for  if  any 
cause  should  elevate  the  profits  of  one  of  these  trades  10 
per  cent.,  either  these  profits  would  be  temporaiy,  and 
would  soon  again  fall  back  to  their  usual  station,  or  the 
profits  of  the  others  would  be  elevated  in  the  same  pro- 
portion. 

*  [This  subject  has  been  treated  of  at  some  length  by  Bageliot, 
**  PoHtulaten  of  Pol.  Econ.,*'  p.  71,  etc.  Perhaps  tlie  chief  means 
for  allowing  of  the  mobility  of  capital  may  be  clasHed  under  four 
heads. 

L  Gradual  withdrawal  of  capital  and  re-emplo)'ment. 

IL  Young  men  going  into  business  with  capitaL 

iiL  Ordinary  operations  of  loan  nmrket 

iv.  8|.ecalative  fund.] 
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Tlio  preMot  time  appean  to  be  one  of  the  exceptions  to 
tlie  JQstneM  of  this  renuurk.  The  termination  of  the  war 
hms  so  deranged  the  diiision  which  before  existed  of  em- 
pbyments  in  Enrope.  that  ererj  capitaliid  has  not  yet 
foiuid  his  place  in  the  new  diTision  which  has  now  become 


Lei  US  suppose  that  all  commodities  are  at  their  natural 
price,  and  consequently  that  the  profits  of  capital  in  all 
employments  are  exactly  at  the  same  rate,  or  differ  only  so 
much  as»  in  the  estimation  of  the  parties,  is  equivalent  to 
•ay  real  or  fancied  advantage  which  they  possess  or  forego. 

ISappose  now  that  a  change  of  fashion  should  increase  the 
demand  for  silks,  and  lessen  that  for  woollens;  their 
natural  price,  the  quantity  of  labour  necessary  to  their 
(production,  would  continue  unaltered,  but  the  market  price 
of  silks  would  rise,  and  that  of  woollens  would  fall ;  and 
consequently  the  profits  of  the  silk  manufacturer  would  be 
'  above,  whilst  those  of  the  woollen  manufacturer  would  be 
V  below,  the  general  and  adjusted  rate  of  profits.  Not  only 
the  profits,  but  the  wages  of  the  workmen,  would  be 
affected  in  these  employments.  This  increased  demand  for 
silks  would  however  soon  be  supplied,  by  the  transference 
of  capital  and  labour  from  the  woollen  to  the  silk  manu- 
facture; when  the  market  prices  of  silks  and  woollens 
would  again  approach  their  natural  prices,  and  then  the 
usual  profits  would  be  obtained  by  the  respective  manu- 
facturers of  those  commodities. 

It  is  then  the  desire,  which  every  capitalist  has,  of  divert- 
* ;  ing  his  funds  from  a  less  to  a  more  profitable  employment, 
I  that  prevents  the  market  price  of  commodities  from  con- 
I  tinning  for  any  length  of  time  either  much  above,  or  much 
[below  their  natural  price.    It  is  this  competition  which  so 
adjusts  the  changeable  value  of  commodities,  that  after 
paying  the  wages  for  the  labour  necessary  to  their  pro- 
duction, and  all  other  expenses  required  to  put  the  capital 
siployed  in  its  original  state  of  efficiency,  the  remaining 
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Tmloe  or  orerpli&s  will  in  etdi  tnde  be  in  piopoitioii  to  the 
Taloe  of  the  capitAl  emplojed. 

In  the  serenth  ebMpter '  of  the  **  Wcftkh  of  Nationi,**  all 
that  ooneems  this  question  is  most  abl j  tnated.  Haying 
fuUj  acknowledged  the  temporaiy  effects  whidi,  in  par- 
ticular emplojments  of  capital,  maj  be  prodooed  on  the 
prices  of  commodities*  as  well  as  on  the  wages  of  labour, 
and  the  profits  of  stock,  by  accidental  causes,  witLout 
influencing  the  genend  price  of  commodities,  wages,  or 
profits,  since  these  elEects  are  equally  operatire  in  all 
stages  of  socie^,  we  will  leare  them  entirely  out  of  our 
consideration,'  whilst  we  are  treating  of  the  laws  which 
regulate  natural  prices,  natural  wages  and  natural  profits, 
effects  totally  independent  of  these  accidental  causes.  In 
speaking  then  of  the  exchangeable  ralue  of  commodities, 
or  the  power  of  purchasing  possessed  by  any  one  com-'; 
modity,  I  mean  always  that  power  which  it  would  possess,  \ 
if  not  disturbed  by  any  temporary  or  accidental  cause,  ^ 
and  which  is  its  natural  price.  -^ 

»  [Bk.  L] 

*  ["  Yoa  have  always  in  your  mind  the  immediate  and  temporary 
effecto  of  particular  changes,  whereas  I  put  these  immediate  and 
temporary  effects  qnite  aside,  and  fix  my  whole  attention  on  the 
permanent  state  of  things  which  will  result  from  them.  Perhaps 
you  estimate  these  temporary  efieets  too  highly,  whilst  I  am  too 
moch  disposed  to  nndervalae  them.  "—Letter  of  Ricardo  to  Malthas, 
24  Jan.,  1817,  Letters,  p.  127.] 


r 


CHAPTER  v.— ON  WAGES. 

§85. 
T  ABOUB^  like  all  other  things  which  are  purchased 
-'-^  and  sold*  and  which  may  be  increased  or  diminished 
in  qnantitj»  has  its  natnral  and  its  market  price.  The 
I  natural  price  c^  laboor  is  that  price  which  is  necessaiTTtb 
I  enable  the  labourers*  one  with  another,  to  subsist  and 
to  perpetuate  their  race,  without  either  increase  or  dimi- 
nution.' 

The  power  of  the  labourer  to  support  himself,  and  the 
family  which  may  be  necessary  to  keep  up  the  number  of 
'  labourers,  does  not  depend  on  the  quantity  of  money  which 
he  may  reoeiTe  for  wages,  but  on  the  quantity  of  food, 
necessaries,  and  oonreniences  become  essential  to  him  from 
habit,  which  that  money  will  purchase.  (The  natural  price 
of  labour,  therefore,  depends  on  the  price  of  the  food, 
necessaries,  and  conveniences  required  for  the  support  of 
the  labourer  and  his  family.  With  a  rise  in  the  price  of 
food  and  necessaries,  the  natural  price  of  labour  will  rise ; 

j    with  the  fall  in  their  price,  the  natxural  price  of  labour 

[   wiUfalTJ 

Wit!S"{ne  progress  of  society  the  natxural  price  of  labour 
has  always  a  tendency  to  rise,  because  one  of  the  principal 
commodities  by  which  its  natural  price  is  regulated,  has  a 
tendency  to  become  dearer,  from  the  greater  difficulty  of 
producing  it  As,  howerer,  the  improvements  in  agricul- 
ture, the  discovery  of  new  markets,  whence  provisions  may 
be  imported,  may  for  a  time  counteract  the  tendency  to  a 

*  {u9,  ia  the  same  position  of  lifs  or  eomlori] 


/ 
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B  the  piiMcC 
their  naliinl  piiM  la  £dL  M  win  tkt  1 
the  eorrcqwMkot  c&els  « tkt  ] 

The  Mftoiy  priee  €f  an  eoMModiliei^  enqitiiK  aw  iMK 
dnee  mad  labov,  has  a  ffdeacy  to  fin,  m  the  |ao|neai  cC 
wealth  and  pepQlatWi ;  for  though,  os  eoe  haatd.  thej  ave 
enhanced  in  nalirafaM.CraBi  the  »e  in  the  Mtanl  priee 
of  the  raw  wiatwriBi  of  whiA  thej  aio  sadob  tUe  ie  i 
than  eonnterbahuieed  bj  the  hnj 
bj  the  better  difiaion  and  dklriliuliun  of  laboar.  and  bj 
the  increaeing  ekiU,  both  in  edenee  and  ait^oC  the  pio- 
dooers. 

S86.  The  aaifatpriee  of  labour  ie  the  priee  which  ia^ 
reaU J  paid  for  it»  foom  the  natoral  operation  of  the  pio- 1 
portion  of  the  enpplj  to  the  demand;  labour  ie  dear  irfien  ' 
itisacaroe,andchci^whenitiiplentifiiL  However  mndi ; 
the  nurket  price  of  labour  maj  deriate  from  ite  natural 
price»  it  has»  like  commoditiee»  a  tendency  to  conform 
>4t: 

It  is  when  the  market  price  of  labour  exceeda  ita  natoral 
price,  that  the  oondition  of  the  labourer  ii  flouriahing  and 
happ7,  that  he  has  it  in  his  power  to  command  a  greater 
proportion  of  the  necessaries  and  enjoyments  of  li£e»  and 
therefore  to  rear  a  healthy  and  numerous  family.  When,> 
howerer,  by  the  encouragement  which  high  wages'  give  to/ 
the  increase  of  population,  the  number  of  labourers  is  in«| 
creased,  wages  again  fall  to  their  natural  price,  and  indeed: 
from  a  re-action  sometimes  &11  below  it.  ^' 

§  37.  When  the  market  price  of  labour  is  below  ita^ 
natural  price,  the  condition  of  the  labourers  is  moat  J 
wretched:  then  porerty  deprives  them  of  those  comforts^ 
which  custom  renders  absolute  necessaries.    It  is  only 

'  [In  this  place  Rieardo  uses  the  words  **liigh  wages,"  not  as 
indkatiiig,  as  in  most  other  instanoes,  a  high  proportion  ol  the  total 
produee,  bat  a  large  quantity  of  necessaries,  luzuiies,  elo.  CL 
Senior,  ••  PoL  Eooo.,"  p.  148.] 


/ 
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afUr  UMir  priratioiiB  hare  reduced  their  number,  or  the 
-^TTfiH  for  labour  has  increaaed,  that  the  market  price  of 
labour  wQl  nm  to  iti  natural  price,  and  that  the  labourer 
win  have  the  moderate  comf orte  which  the  natural  rate  of 
wages  will  allofd. 

Notwithstanding  the  tendencj  of  wages  to  conform  to 
their  natural  rate,  their  market  rate  may,  in  an  improring 
aodety,  for  an  indefinite  period,  be  constantlj  abore  it; 
ior  DO  sooner  maj  the  impulse,  which  an  increased  capital 
gires  to  a  new  demand  for  labour,  be  obeyed,  than  another 
increase  of  capital  maj  produce  the  same  effect ;  and  thus, 
I  if  the  increase  of  capital  be  gradual  and  constant,  the 
for  labour  maj  giro  a  continued  stimulus  to  an 
'  ^  people. 

Capital  is  that  part  of  the  wealth  of  a  country  which  is  . 
emplojed  in  production,  and  consists  of  food,  clothing, 
tools,  raw  materials,  machinery,  etc.,  necessary  to  give 
elbct  to  labour.^ 

Capital  may  increase  in  quantity  at  the  same  time  that 
its  Talue  rises.  An  addition  may  be  made  to  the  food  and 
clothing  of  a  country,  at  the  same  time  that  more  labour 
may  be  required  to  produce  the  additional  quantity  than 
before;  in  that  case  not  only  the  quantity,  but  the  ralue 
of  capital  will  rise. 

Or  capital  may  increase  without  its  ralue  increasing,  and 
efen  while  its  ralue  is  actually  diminishing ;  not  only  may 
an  addition  be  made  to  the  food  and  clothing  of  a  country, 
but  the  addition  may  be  made  by  the  aid  of  machinery, 
without  any  increase,  and  eren  with  an  absolute  diminution 
in  the  proportional  quantity  of  labour  required  to  produce 
them.  The  quantity  of  capital  may  increase,  while  neither 
the  whole  together,  nor  any  part  of  it  singly,  will  hare  a 
greater  ralue  than  before,  but  may  actually  hare  a  less. 

In  the  first  case,  the  natural  price  of  labour,  which 

•  [Fsr  sn  aeeoeat  d  rarious  definitioiis  ol  capitol,  Belitaberg, 
fp.  171171.] 
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ahrajt  depends  on  Uia  priee  of  food,  dotUng;  and  othor 
ii€c<iiMirif>  win  rise;  in  the  eeeond,  it  will  xaudn 
gtatioDATf,  orfdl;*  bat  in  both  OMoe  the  nuttket  nteoC 
wages  will  rise,  for  in  ptoportion  to  the  increase  of  capital 
win  be  the  increase  in  the  demand  for  labour;  inpropor- 
tioo  to  the  work  to  be  done  win  be  the  demand  for  thoee 
who  are  to  do  iL 

In  both  cases  too  the  maifcet  price  of  labour  wiU  rise 
abore  its  natnnd  price;  and  in  both  cases  it  win  have  a 
ieniepcj  to  conform  to  its  natond  price,  but  in  the  first 
case  this  agreement  win  be  most  speedilj  eitected.  The 
situation  of  the  hibourer  win  be  imptOTod,  bat  not  much 
improred ;  for  the  increased  price  of  food  and  necesmries 
wiU  absorb  a  hurge  portion  of  his  increased  wages ;  con- 
sequentlj  a  smaU  supply  of  labour,  or  a  trifling  increase  in 
the  population,  wiU  soon  reduce  the  market  price  to  the 
then  increased  natural  price  of  labour. 

In  the  second  case,  the  condition  of  the  labourer  wiU  be^ 
rerj  greatlj  improred;  he  wiU  receire  increased  monejj 
wages,  without  haring  to  pay  anj  increased  price,  and\ 
perhaps  eren  a  diminished  price  for  the  commodities  which  ' 
he  and  his  fiunilj  consume ;  and  it  wiU  not  be  tiU  after  a  \ 
great  addition  has  been  made  to  the  population,  that  the ! 
market  price  of  labour  wiU  again  sink  to  its  then  low  and 
reduced  natural  price* 

Thus,  then,  with  ererj  improrement  of  society,  with^ 
CTcry  increase  in  its  c^>ital,  the  market  wages  of  labour  ) 
will  rise ;  but  the  permanence  of  their  rise  wiU  depend  on  i 
the  question,  whether  the  natural  price  of  labour  has  also! 
risen;  and  this  again  wiU  depend  on  the  rise  in  the  natural  \ 
price  of  those  necessaries  on  which  the  wages  of  labour  are  j 
expended. 

*  [The  mining  girsn  by  Rieardo  to  the  term  "price  of  laboar" 
moMt  be  borne  in  mind.  He  is  far  from  meaning  that  a  fall  in  the 
nstorsl  price  d  labonr  inrolTes  a  diminnUon  in  the  anuNint  of 
eomforU,  etc,  receiTed.] 
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It  is  not  to  be  nndentood  that  the  natural  price  of 
laboiir*  wtimate<1  eren  in  food  and  neoessaries,  is  absolutely 
fxed  and  constant.  It  Taries  at  different  times  in  the 
same  conntiy,  and  terj  materially  differs  in  different 
eoontries.^  It  essentially  depends  on  the  habits  and 
mstoms  of  the  people.  An  English  labourer  would  con- 
sider his  wages  under  their  natural  rate»  and  too  scanty  to 
snppoft  a  family,  if  they  enabled  him  to  purchase  no  other 
food  than  potatoes,  and  to  lire  in  no  better  habitation 
than  a  mud  cabin ;  yet  these  moderate  demands  of  nature 
are  often  deemed  sufficient  in  countries  where  "  man's  life 
is  cheap,**  and  his  wants  easily  satisfied.  Many  of  the 
eonrenienoes  now  enjoyed  in  an  English  cottage,  would 
have  been  thought  luxuries  at  an  earlier  period  of  our 
Ustoty.' 

Vnm  manufactured  commodities  always  falling,  and 
raw  produce  always  rising,  with  the  progress  of  society, 
such  a  disproportion  in  their  relatire  ralue  is  at  length 
created,  that  in  rich  countries  a  labourer,  by  the  sacrifice 
of  a  rery  small  quantity  only  of  his  food,  is  able  to  pro- 
Tide  liberally  for  all  his  other  wants. 

Independently  of  the  rariations  in  the  ralue  of  money, 

'  '*Tlie  ahelter  and  the  clothing  which  are  indispensable  in  one 
ccmntiy  nay  be  no  way  necessary  in  another ;  and  a  labourer  in 
HindoeCao  may  continne  to  work  with  perfect  vigour,  tliough  re- 
edring,  as  his  natural,  wages,  only  such  a  supply  of  covering  as 
would  be  insufficient  to  preserve  a  labourer  in  Russia  from  perishing. 
Even  in  countries  situated  in  the  same  climate,  different  habiU  of 
Itving  will  often  oecasion  variations  in  the  natural  price  of  labour, 
as  eoMiderable  as  those  which  are  produced  by  natural  causes.'*— 
p.  SS,  "Aa  Essay  on  the  External  Com  Trade,**  by  R.  Torrens, 

The  whole  d  this  subject  is  most  ably  illustrated  by  Colonel 
Torrotts. 

*  [Thk  passage  and  others  like  it  are  always  or  nearly  always 
fcfgottea  by  those  who  speak  with  abborrenoe  of  that  which  th^ 
\  Rkardo*s  ekemu  GescU,    It  is  however  most  important.] 
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which  neoenarilj  affect  mxmej  iriget»  but  whieh  we  hft^e 
here  supposed  to  hare  no  operation*  as  we  ha^e  considefed 
monej  to  be  unif ormlj  of  the  same  Tslney  it  appears  then 
that  wages  are  subject  to  a  rise  or  fill  from  twottases:    ^ 
Ist.  The  supply  and  demand  of  labourers.  ^"'^  \  ^ 

2ndl7.  The  price  of  the  commodities  on  whieh  the  wages^ji^^ 

of  labour  are  expended.'  •  ^ 

§  88.  In  different  stages  of  sodetj,  the  accumulation  of  ^ 
capital,  or  of  the  means  of  employing  labouTt  is  more  or  ) 
less  rapid,  and  must  in  all  cases  depend  on  the  productiTe  ( 
powers  of  labour.    The  productire  powers  of  labour  are  \ 
generally  greatest  when  there  is  an  abundance  of  fertile 
land :  at  such  periods  accumulation  is  often  so  rapid*  that 
labourers  cannot  be  supplied  with  the  same  rapiditj  aa 
capital. 

It  has  been  calculated,  that  under  farourable  circum-A 
stances  population  may  be  doubled  in  twentj^fire  years ;  | 
but  under  the  same  farourable  circumstances,  the  whole  ' 
capital  of  a  country  might  possibly  be  doubled  in  a  shorter 
period.  In  that  case,  wages  during  the  whole  period  would 
hare  a  tendency  to  rise,  because  the  demand  for  labour  • 
would  increase  still  faster  than  the  supply.  .  ^ ., 

In  new  settlements,  where  the  arts  and  knowledge  of 
countries  &r  adraneed  in  refinement  are  introduced,  it  is 
probable  that  capital  has  a  tendenqr  to  increase  faster  than 
mankind:  and  if  the  deficiency  of  labourers  were  not 
supplied  by  more  populous  countries,  this  tendency  would 
▼ery  much  raise  the  price  of  labour.  In  proportion  as"^ 
these  countries  become  populous,  and  land  of  a  worse  | 
quality  is  taken  into  cultiyation,  the  tendenqr  to  an  in- 
crease of  capital  diminishes ;  for  the  surplus  produce  re-  \ 
maining,  after  satisfying  the  wants  of  the  existing  popu- 

*  [In  tills  connection  it  Is  well  to  recall  the  prominence  giren  by 
Rieardo  to  the  changes  in  the  Standard  of  Comfort  These  chsages 
are  erer  taking  place,  and  in  eonseqnence  it  would  be  well  to  insert 
a  mention  of  it  in  tliis  second  eause.] 
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lalioii*  miui  Beeeewirily  be  in  proportion  to  the  facility  of 
ptoduction,  Tis.,  to  the  anudler  number  of  persons  employed 
ia  production.  Although,  then,  it  is  probable,  that  under 
the  most  faTOurable  circumstances,  the  power  of  production 
is  still  greater  than  that  <^  population,  it  will  not  long  ^ 
eontunoe  so;  for  the  land  being  limited  in  quantity,  and 
diffiefiiig  in  quality,  with  erery  increased  portion  of  capital 
employed  on  it,  there  will  be  a  decreased  rate  of  produc- 
taon,  whilst  the  power  of  population  continues  always  the 

In  those  countries  where  there  is  abundance  of  fertile 
land,  bat  where,  from  the  ignorance,  indolence,  and  bar- 
barism <^  the  inhabitants,  they  are  exposed  to  all  the  erils 
ol  want  and  famine,  and  where  it  has  been  said  that 
population  presses  against  the  means  of  subsistence,  a 
Tery  different  remedy  should  be  applied  from  that  which 
is  necessary  in  long  settled  countries,  where,  from  the 
diminishing  rate  of  the  supply  of  raw  produce,  all  the 
erils  of  a  crowded  population  are  experienced.     In  the  one 
case,  the  eril  proceeds  from  bad  goremment,  from  the 
insecurity  of  property,  and  from  a  want  of  education  in  all 
ranks  of  the  people.     To  be  made  happier  they  require 
only  to  be  better  goremed  and  instructed,  as  the  augmen- 
^  .  tation  of  capital,  beyond  the  augmentation  of  people,  would 
^^^  I  be  the  ineritable  result.     No  increase  in  the  population  can 
I  be  too  great,  as  the  powers  of  production  are  still  greater. 
"  In  the  other  case,  the  population  increases  faster  than  the 
^  -'  I  funds  required  for  its  support.     Erery  exertion  of  industry, 
unless  accompanied  by  a  diminished  rate  of  increase  in  the 
I  population,  will  add  to  the  eril,  for  production  cannot 
keep  pace  with  it. 

With  a  population  pressing  against  the  means  of  sub- 
sistence, the  only  remedies  are  either  a  reduction  of  people, 

'  [Till  a  eertain  Unit  in  eulUvation  in  reached,  iaeresMd  culta- 
Tattoa  by  bo  oiaaiM  iinpli«i  a  diminnikm  in  the  rata  ol  return. 
Itas  thb  loo  ompkatic  etatemont  reqnires  mnuo  qnalificatkm.] 
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popnhtaoD.  I  mj  Uuit»  under  these  dreumstanoes,  wages 
woold  hU,  if  they  were  regulated  only  by  the  supply  and 
demand  of  labourerst  but  we  must  not  forget,  that  wages 
are  also  regulated  by  the  prices  <^  the  commodities  on 
whidi  they  are  expended. 

rAs  population  increases,  these  necessaries  will  be  con- 
stoatly  rising  in  price,  because  more  labour  will  be 
necessary  to  produce  them.  If,  then,  the  money  wages  of 
labour  should  fall,  whilst  erery  commodity  on  which  the 
wages  of  labour  were  expended  rose,  the  labourer  would  be 
doubly  affected,  and  would  be  soon  totally  deprired  of 
•nbsislence.  Instead,  therefore,  of  the  money  wages  of 
labour  falling,  they  would  rise ;  but  they  would  not  rise 
flofficiently  to  enable  the  labourer  to  purchase  as  many 
eomforts  and  necessaries  as  he  did  before  the  rise  in  the 
price  of  those  commodities.  If  his  annual  wages  were 
before  £24.  or  six  quarters  of  com  when  the  price  Was  £4 
per  quarter,  he  would  probably  receire  only  the  value  of 
fiTc  quarters  when  com  rose  to  £5  per  quarter.  But  five 
quarters  would  cost  £25;  he  would  therefore  receire  an 
addition  in  his  money  wages,  though  with  that  addition  ]ie 
would  l)e  unable  to  furnish  himself  with  the  same  qiiantity 
of  com  and  other  commodities,  which  he  had  before  con- 
sumed in  his  family. 

Notwithstanding^,  then,  that  the  labourer  would  be  really 
worse  paid,  yet  this  increase  in  his  wages  would  necessarily 
diminish  the  profits  of  the  manufacturer;  for  his  goods 
would  sell  at  no  higher  price,  and  yet  the  expense  of  pro- 
•  during  them  would  be  increased.  This,  however,  will  be 
considered  in  our  eramination  into  the  principles  which 
regulate  profits. 

It  appears,  then,  that  the  same  cause  whidi  raises  rent, 
namely,  the  mcreasing  difficulty  of  providing  an  additional 
quant^  of  food  with  the  same  proportional  quantity  of 
labour,  wiD  also  raise  wages ;  and  therefore  if  money  be  of 
an  unTaiying  value,  both  rent  ai^d  wages  will  have  a 


as  WA 


of 
him 
qoAasiCf  of  all 

will 

iwiabai 

bqg  h»  gwfwl  1 1  I  If  til  I  wffl  U 

ahav«  their  aatazal  nfit.  WUfe  tb«  jDct  «f  com  nam  10 
per  cens^  vagv  will  mtwrn^jn  nm  hm  tluu  10  pv  ccnt^ 
bat  xcBt  will  alwjv  nv  nan;  th«  fonditM  of  Xht 
laboarer  will  ffenenll j  dtcfiat.  and  that  of  tha  kadlotd 
wiH  alwaji  be  mpcvrcd. 

When  wboU  wma  at  JSi  per  qnztar,  "^VPO^^  t^ 
kbooRf's  wages  to  b*  £24  per  aaaaa,  or  tLe  Talne  of  nx 
qnanen  of  irii«at»  aad  auppuae  balf  his  wages  to  be  ex* 
pended  oo  wheat,  and  tbe  oiker  halt  or  £11.  os 
things.    He  woohiieeem 


£U  14c 
£25  lOi. 
£911  Sc 
£S7    S«.  M 


He  would  receiTe  tkaee  wages  to  enable  him  to  five  just 
as  welU  and  no  better,  than  before ;  for  when  eom  was  at 
JU  per  quarter,  he  wonld  expend  for  thvM  quarters  of 

corn,  at  X4  per  qnaiter  - JBli 

and  on  other  things    ....  •    Jei2 


jeS4 
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I  whmi  was  £i  4t.  9i^  Uiree  qiuurt«rs,  which  he  and 
kk  fMuty  €Oiis«iBied»  irofuld  co«i  him  •  •  •  Jei2  14t. 
o4h«  things  not  aliased  in  price Jei2    0$. 

£U  14f. 
When  at    £i   lOt.,   tiiree    qoartere   of    wheat   would 

jeiS  lOi. 

thinga Jei2    0$. 

X25  10#. 
When  at  X4  16e^  three  quarters  of  wheat .  .  £IA  S$. 
Other  things Jei2    0#- 

£26  8$. 
When  at  X6  2f .  KM.,  three  quarters  of  wheat  would 

cost jei5  8#.  6d. 

Other  things Jei2  0«.  Od. 

£27  6$.  6d. 

lu  proportion  as  com  became  dear,  he  would  receire  less 
com  wages*  but  his  money  wages  would  always  increase, 
whilst  his  enjoyments,  on  the  abore  supposition,  would  be 
precisely  the  same.  But  as  other  commodities  would  be 
raised  in  price  in  proportion  as  raw  produce  entered  into 
their  composition,  he  would  hare  more  to  pay  for  some  of 
them.  Although  hie  tea,  sugar,  soap,  candles,  and  house 
rent,  wonld  probably  be  no  dearer,  he  would  pay  more  for 
his  bacon,  cheese,  butter,  linen,  shoes,  and  doth;  and 
therefore,  eren  with  the  abore  increase  of  wages,  his 
situation  would  be  comparatirely  worse. 

§  40.  But  it  may  be  said  that  I  hare  been  considering 
the  efEect  of  wages  on  price,'  on  the  supposition  that  gold« 

■  [It  wmiia  be  better  to  aay  '*  the  eonnection  oi  wtgei  with 
pries,"  tiaee  it  is  Ilieanlo*ii  pertieuUr  eootention  that  wsget  have 
»o  effKt  on  priee.  On  this  point  see  De  Qaiiieey»  **  Dialogues  d 
Thiee  TempUffs,"— Dialogue  1.] 
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or  the  melal  CroM  vUdk  aoMf  M  saO^  is  tlM  pradw»  «ff 
the  eonntrf  m  vUdk  vagee  vmried;  mai  that  the  eon- 
■eqaeneee  wUA  I  hftTe  dedneed  agree  little  with  tlMaetiial 
state  of  thingi^  beeanae  gold  is  a  SMtal  ef  foreigB  piodno- 
tioD.  The  cnrmnataiKie,  howeter,  of  gold bripg >i 
prodnciaoii,  will  not  lATalidate  the  truth  of  the 
becauae  it  may  be  ahown,  that  whether  it  were  found  at 
hometor  were  imported  fawn  ahwad»  the  efieeta  nItiMafely 
aod,  indeed,  immediately  would  be  the  aanie. 

When  wagea  riae.  it  ia  genenlly  beeanae  the  increaaa  of 
wealth  and  cental  hare*  oamaioiied,  a  new  ^^-**H  for 
labour,  whidi  will  infalUU j  be  attended  with  an  inereaaed 
production  of  eommoditiea  To  eireokte  there  additional 
oommoditiea.  even  at  the  same  priees  as  before^  more 
money  is  required,  more  of  this  foreign  eommodity  from 
which  money  is  made,  and  which  can  only  be  obtained  by 
importation.  Whenerer  a  commodity  is  required  ia 
greater  abundance  than  before,  its  relatire  Talue  risea 
compaiatirely  with  those  commodities  with  which  its  pur* 
chase  is  made.  If  more  hats  were  wanted,  their  price 
would  rise,  and  more  gold  would  be  giren  for  them.  If 
more  gold  were  required,  gold  would  rise,  and  hats  would 
fall  in  price,  as  a  greater  quantity  of  hats  and  of  aU  other 
things  would  then  be  necessaiy  to  purchare  the  same 
quantity  of  gold.  But  in  the  case  supposed,  to  say  that 
^mmodities  will  rire,  because  wages  rise,  is  to  affirm  a 
positire  contradiction ;  for  we  first  say  that  gold  will  rire 
in  relatire  Talue  in  consequence  of  demand,  and  secondly, 
that  it  will  fall  in  relatire  ralue  because  prices  will  rise, 
two  effects  which  are  totally  incompatible  with  each  other. 
To  say  that  commoditiee  are  raised  in  price,  is  the  same 
thing  as  to  say  that  money  is  lowered  in  relatire  ralue ; 
for  it  is  by  commodities  that  the  relatire  ralue  of  gold  is 
estimated.  If  then  all  commoditieo  rere  in  price,  gold 
oould  not  oome  from  abroad  to  purohare  those  dear  oom* 
•[Hai.1 
«i 
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iitiesp  bat  it  would  go  from  home  to  be  employed  with 
I  in  pnrehasmg  the  oomparatiTely  cheaper  foreign 
It  ^>peart,then,  that  the  riae  of  wages  will 
^the  prioet  of  oommoditiee,  whether  the  metal  from 
it  made  be  produced  at  home  or  in  a  foreign 
All  commoditiee  cannot  rise  at  the  same  time 
^vitlKmt  an  addition  to  the  quantity  of  money*  This 
addition  oould  not  be  obtained  at  home,  as  we  hare  already 
\ ;  nor  oould  it  be  imported  from  abroad.  To  pur- 
any  additional  quantity  of  gold  from  abroad,  com- 
modities at  home  must  be  cheap,  not  dear.  The  importa- 
tion of  gold,  and  a  rise  in  the  price  of  all  home-made 
eonmodities  with  which  gold  is  purchased  or  paid  for,  are 
tSects  absolutely  incompatible.  The  eztensire  use  of 
psper  money  does  not  alter  this  question,  for  paper  money 
eonfbnns,  or  ought  to  conform,  to  the  ralue  of  gold,  and 
therefore  its  Talue  is  influenced  by  such  causes  only  as 
influence  the  ralue  of  that  metal 

Tliese  then  are  the  laws  by  which  wages  are  regulated, 
mud  by  which  the  happiness  of  far  the  greatest  part  of 
mwmrj  eommunity  is  goremed.  Like  all  other  contracts, 
"^rages  should  be  left  to  the  fair  and  free  competition  of 
%]ia  market,  and  should  nerer  be  controlled  by  the  inter- 
Ssrenoe  of  the  legisUture. 

§  41.  The  dear  and  direct  tendency  of  the  poor  laws,  is 
^  direct  opposition  to  these  obrious  principles :  Mt  is  not, 

'  [The  poor  Uwb  and  poor  administration  of  the  time  were  such 
«s  to  dsssrve  the  stvere  remarks  passed  on  them  by  Ricarda  The 
Tter  Law  Aei  ol  Elisabeth  (1601),  in  disregard  of  its  obvious  in- 
tsatioa  to  fiad  work  for  those  able  to  work,  and  to  give  gratuitous 
sarisfinps  to  none  but  those  who  were  incapable  of  gaining  their 
UveUhood  for  themselves,  had  been  made  the  foundation  of  a  body 
of  Isfiilatioo  directed  to  wholly  different  results.  By  an  Act  of 
ISSl  tks  facility  d  obtaining  relief  without  investigation  had 
hesn  eoosiderably  increased,  and  the  laws  introducing  the  work* 
htmm  IssI,  which  for  a  moment  imposed  a  check,  were  repealed  in 
ITMk  when  the  fatal  practice  was  legaliied  d  granting  ont-relief 


.▼.] 


ditm  of  tlM  poor*  hrt  to  dBlflrioalt  tlM  ooBffilini  €f 
poorudfiek;  iMfoiii  of  aakugtho  poor  ikh^Oqr 
colcttktod  to  SMki  tlM  ri^  poor;  and  wUki  tho 
lawo  uo  a  fora^  il  io  quio  im  tho  Mtanl  ordor  of 
that  tho  fttid  lor  tho  MointoBiaoo  of  tho  poor  dMMdi 
gTMavoij  iMPtooi^  tm  it  hoo  obooffbod  oD  tho  1 
otthoeoQBtTf.orotkootooandiof  it  m  tho 
laoTd  to  i»»  oflor  MtiafTiif  ito  Ofwm 
for  tho  pablic  tnwditmo/ 
This  ponttdoQO  foadeacr  of  thooo  kvo 


to  tiM  oMo-te4M  io  oii  of  wofOi.    Tho  iiirioiHutiw  #1  tho 
fato  wm  Ml  JMOotito  to  wmMtm  hfMfnfwiitmo^    Tothbampoet 

•(  OMCMOOllMtMawtti  caUtd  byXalthM.  tkaBcpoctof  thoOoan 
mittco  OB  tka  Poor  Lowi  (I017K  ood  othen. 

Tht  Mv  Poor  Low  Act  (1094)  wm  not^  homwnr,  pndmif  of 
Um  kind  dofioid  by  Rkonio  whoa  he  writer  *«  No  achoBO  for  tho 
amcadoMot  oi  Ihe  poor  Uwi  meriti  tko  kut  attcntaon  wiudi  Imo 
aoi  iKeir  aboUtmi  for  ttt  altimata  object"  Both  Uahhas  and 
Rkardo,  ia  tboir  iadisaalioa  at  tbo  torriblo  enb  broaght  about  by 
lh«  iadiacrinuaato  diotribatioa  of  poor  x^icf,  ovorlookad  the  aa- 
c«M4ly.  wkkk  oxislod,  «xkli»  aad  to  far  as  we  can  eee  will  eolitiava 
io»xi»»»o(prondiaga»mtaaroaad>ttppoft  for  tbotowbo  either  by 
Mckaeie  or  by  trade  oodllatioB  are  aaable  to  maintain  t  ~ 
eilker  permaaeatly  or  tenpoiarily.  No  doabt  Rieardo,  [ 
ia  kit  ansttneat  aa  aleMO^  if  aot  qaite»  frietaoaloM  state,  wovid 
have  edmittod  that  eooM  sack  aieens  mast  be  adopted  ia  a  state  ef 
Ufi  aot  oonespoadiag  to  that  assaaied  by  kiai.    See  jk  00  aota.] 

'  Witk  Mr.  Baekaaaa  ia  the  foUowiag  pasMge»  if  it  refers  te 
lemporafy  statoi  of  ausery,  Isofar  acree»  tkat  **  the  great  evil  ef 
the  bOMonr^  coaditioa  is  poTscty,  arisiag  either  from  a  eeardty 
nl  food  or  of  work ;  aad  ia  all  eoantiiei»  laws  withoat  namber 
kave  beea  eaaetod  for  hie  relief.  Bat  there  are  miseries  ia  tho 
eoeial  state  which  legislatioaeaaaot  relieve;  aad  it  is  asefisd  there- 
fori  to  kaow  its  limite,  that  we  may  aot»  hy  aimiag  at  whM  ia 
tmpraetioable,  miss  the  good  which  is  really  ia  oar  power.**— 
JtadUiMm  [Smith,  ed.  Baohaaaa,  tsL  It.,  Obeenratieasl,  pege  tl. 
rrke  use  of  the  word  «« teesporaiy  "*  ia  earioas  as  eeemiag  ta  limit 
twithBaohaaaa.    F»  peeribk  iateiprefafiea 
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mjtlay*  liiice  it  has  been  fullj  developed  hj  the  able 
luuid  of  Mr.  MaltliiM  ;*  and  erery  friend  to  tbe  poor  mutt 
aidentlj  wiah  for  their  abolition.  Unfortunately,  how- 
•▼er»  thej  have  been  to  long  eetablished,  and  the  habits  of 
the  poor  have  been  to  formed  npon  their  operation,  that 
to  eradicate  them  with  eafetj  from  our  political  system, 
reqniiee  the  most  cautious  and  skilful  management  It 
ie  agreed  bj  all  who  are  most  friendly  to  a  repeal  of  these 
laws,  that  if  it  be  desirable  to  preTont  the  most  orer- 
whelming  distress  to  those  for  whose  benefit  they  were 
orroneoosly  enacted,  their  abolition  should  be  effedted  by 
the  most  gradual  steps.' 

It  is  a  truth  which  admits  not  a  doubt,  that  the  com- 
forts and  well-being  of  the  poor  cannot  be  permanently 
secured  without  some  regard  on  their  part,  or  some  effort 
on  the  part  of  the  legislature,  to  regulate  the  increase  of 
their  numbers,  and  to  render  less  frequent  among  them 
early  and  improrident  marriages.  The  operation  of  the 
system  of  poor  laws  has  been  directly  contrary  to  this. 
They  hare  rendered  restraint  superfluous,  and  have  in- 
Tited  imprudence,  by  offering  it  a  portion  of  the  wages  of 
prudence  and  industry.' 

»  ['*fiMsy  OB  Popalaiton,"  bk.  ill,  cc  v.,  vL,  iriL;  bk.  iv.,  c 
TiiL] 

*  [The  effect  ol  the  sudden  change  introduced  by  the  Poor  Law 
Act  ol  1834  rosy  be  traced  in  the  speeches  of  the  early  Chartists. 
•«  EoscL  Hist  Rer.,"  October,  1889.] 

*  The  progress  d  knowledge  manifested  upon  this  subject  in  the 
House  ol  Commons  since  1798,  has  happily  not  been  very  small, 
as  may  be  seen  by  contrasting  the  late  report  ol  the  committee  on 
the  poor  laws,  and  the  following  sentiments  ol  Mr.  Pitt,  in  that 
year. 

*'Lsi  us,"  said  he,  "make  relief  in  cases  where  there  are  a 
Bsaber  ol  children  a  matter  ol  right  and  [an]  honour,  instead  of 
a  groand  ol  [for]  opprobrium  and  contempt.  This  will  make  a 
large  faasily  a  blessing,  and  not  a  curse ;  and  this  will  draw  a 
proper  lane  el  distiactioo  between  those  who  are  able  to  provide 
for  thiBMslvw  by  thsir  laboar,  and  those  who,  after  haviag  en- 
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Tbe  nAtore  of  the  evil  pomts  out  tlie  lemad^.  By 
graduAllj  oontnetiiig  the  qpbere  of  the  poor  kwi ;  bj  im- 
prewingon  tho  poor  tha  taIuo  of  mdepoDdeaeab  tjtairhiiig 
them  that  thej  mutt  look  not  to  ■jstemmtie  or  cwiiaI 
charitj,  bat  to  their  own  exertions  lor  sopport»  thsi  pnu 
dence  and  forethought  are  neither  unneoessaiy  nor  niu 
profitable  Tirtaes,  we  shall  bjr  degrees  approadi  a  soonder 
and  more  healthful  state. 

No  icheme  for  the  amendment  of  the  poor  laws  merits 
the  least  attention^  whioh  has  not  their  abolition  for  its 
ultimate  object ;  and  he  is  the  best  friend  to  the  poor»  and 
to  the  cause  of  humanity,  who  can  point  out  how  this  end 
can  be  attained  with  the  most  securitj.  and  at  the  samo 
time  with  the  least  Tiolence.  It  is  not  bj  raising  in  any 
manner  different  from  the  present,  the  fund  from  which 
the  poor  are  supported,  that  the  eril  can  be  mitigated. 
It  would  not  onl J  be  no  improrement,  but  it  would  be  an 
aggraTation  of  the  distress  which  we  wish  to  see  remored, 
if  the  fund  were  increased  in  amount,  or  were  leried  ac- 
cording to  some  late  proposals,  as  a  general  fund  from 
the  country  at  large.  The  present  mode  of  its  collection 
and  application  has  served  to  mitigate  its  pernicious  effects. 
Each  parish  raises  a  separate  fund  for  the  support  of  its 
own  poor.  Hence  it  becomes  an  object  of  more  interest 
and  more  practicability  to  keep  the  rates  low,  than  if  one 
general  fund  were  raised  for  the  relief  of  the  poor  of  the 
whole  kingdom.    A  parish  is  much  more  interested  in  an 

riched  their  country  with  a  number  of  children,  hare  a  claim  upon 
its  aasistanoe  for  [their]  support.  "—irafijaroTt  Pturliamenkuy  Hit* 
tory,  yoL  32,  p.  710. 
[In  dosing  the  same  debate  Mr.  Whitbroad  said,  **  As  to  the 
I  particular  case  of  labourers  who  have  to  provide  for  a  number  of 
I  children,  the  wisest  thing  for  government,  instead  of  patting  the 
relief  afforded  to  such  on  the  footing  of  a  charity,  supplied,  per- 
haps from  a  precarious  fond,  and  dealt  with  a  leluctant  huid, 
would  be  at  once  to  institute  a  liberal  premium  for  the  enooonge- 
meat  of  large  families.**] 
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■iad  eoUeetionof  the  mte,  aada sparing  distribution 
«C  itliflf t  when  the  whole  taring  will  be  for  its  own  benefit* 
than  it  hundreds  of  other  parishes  were  to  partake  of  it. 

lb  is  to  this  cause,  that  we  must  ascribe  the  fact  of  the 
poor  laws  not  baring  yet  absorbed  all  the  net  rerenue 
of  the  eoiintrjr;  it  is  to  the  rigour  with  which  they  are 
applied,  that  we  are  indebted  for  their  not  baring  become 
orerwhelmingly  oppressiTe.  If  by  law  erery  human  being 
wanting  support  eould  be  sure  to  obtain  it,  and  obtain  it 
in  sudi  a  degree  as  to  make  life  tolerable  comfortable, 
•theoty  would  lead  us  to  expect  that  all  other  taxes  together 
would  be  light  compared  with  the  single  one  of  poor  rates. 
The  prinajrie  of  graTitation  is  not  more  certain  than  the 
tendency  of  such  laws  to  change  wealth  and  power  into 
misery  and  weakness ;  to  call  away  the  exertions  of  labour 
from  erety  object,  except  that  of  proriding  mere  subsis- 
tence ;  to  confound  all  intellectual  distinction ;  to  busy  the 
mind  continually  in  supplying  the  body's  wants ;  until  at 
last  all  cissies  should  be  infected  with  the  plague  of  uni- 
versal poTerty.  Happily  these  laws  hare  been  in  operation 
during  a  period  of  progressire  prosperity,  when  the  funds 
for  the  maintenance  of  labour  hare  regularly  increased, 
and  when  an  increase  of  population  would  be  naturally 
osUed  for.  But  if  our  progress  should  become  more  slow; 
if  we  should  attain  the  stationary  state,  from  which  I 
trust  we  are  yet  fur  distant,  then  wUl  the  pernicious  nature 
of  these  laws  become  more  manifest  and  alarming;  and 
then,  too,  will  their  remoTal  be  obstructed  by  many  ad* 
ditiooal  dificulties. 


OHAPTBR  VI.— ON  PROPITa  * 

§42. 
nPHE  profits  of  ttooky  in  difierent  eiiiplo7ineiita»  lumng 
-*-  been  shown  to  bear  a  proportion  to  eaoh  othcTt  and 
to  hare  a  tendenqr  to  raiy  all  in  the  same  degree  and  in 
the  same  direction,*  it  remains  for  ns  to  consider  what  is 
the  cause  of  the  permanent  Tariations  in  the  rate  of  ptofit. 
and  the  consequent  permanent  alterations  in  the  rate  of 
interest. 

We  hare  seen  that  the  price*  of  com  is  regukted  by  the 
quantity  of  labour  necessary  to  produce  it,  with  that  por- 
tion of  capita]  which  pays  no  rent  We  hare  seen,  too, 
that  all  manufactured  commodities  rise  and  fall  in  price, 
in  proportion  as  more  or  less  labour  becomes  necessary  to 
their  production.  Neither  the  farmer  who  cultiTates 
that  quantity  of  land,  which  regulates  price,  nor  the 
manufacturer,  who  manufactures  goods,  sacrifice*  any 
portion  of  the  produce  for  rent  The  whole  Talue  of 
their  commodities  is  difided  into  two  portions  only :  one 
constitutes  the  profits  of  stock,  the  other  the  wages  of 
labour. 

Supposing  com  and  manufactured  goods  always  to  sdl 
at  the  same  price,  profits  would  be  high  or  low  in  propor* 

'[§33.1 

*  The  reader  is  desired  to  bear  in  mind,  that  for  the  purpose  of 
making  the  subject  more  dear,  I  consider  money  to  be  inTsriaUe 
in  value,  and  therefore  every  variation  of  price  to  b^  referable  to  an 
alteration  in  the  value  of  the  conunodity.    [§  tlS.] 

•[Saerifioes.] 


88  POLITICAL  EOONOHT.  [OHAP.  TI. 


i  M  wagM  were  low  or  high.  But  euppoee  com  to  rise 
in  priee  becante  more  labour  is  necessary  to  produce  it ; 
thai  eaoM  will  not  raiae  the  price  of  manufactured  goods 
in  the  production  of  which  no  additional  quantity  of 
labour  ia  required,  lip  then,  wages  continued  the  same, 
the  profits  of  manu&cturers  would  remain  the  same ;  but 
if,  aa  ia  abeolntely  certain,  wages  should  rise  with  the  rise 
of  com,  then  their  profits  would  necessarily  falL 

If  a  manufacturer  always  sold  his  goods  for  the  same 
Boneyt  for  X1,000,  for  example,  his  profits  would  depend 
on  the  price  of  the  labour  necessary  to  manufacture  those 
goods.  His  profits  would  be  less  when  wages  amounted 
to  i!800  than  when  he  paid  only  Je600.  In  proportion 
then  aa  wages  roee,  would  profits  fall.  But  if  the  price 
of  raw  produce  would  increase,  it  may  be  asked,  whether 
the  farmer  at  least  would  not  hare  the  same  rate  of  profits, 
although  he  should  pay  an  additional  sum  for  wages? 
Certainly  not :  for  he  will  not  only  hare  to  pay,  in  com- 
mon with  the  manufacturer,  an  increase  of  wages  to  each 
labourer  he  employs,  but  he  will  be  obliged  either  to  pay 
rent,  or  to  employ  an  additional  number  of  labourers  to 
obtain  the  same  produce  ;  and  the  rise  in  the  price  of  raw 
produce  will  be  proportioned  only  to  that  rent,  or  that 
additional  number,  and  will  not  compensate  him  for  the 
rise  of  wages. 

If  both  the  manufacturer  and  farmer  employed  ten  men, 
on  wages  rising  from  JC24r  to  J625  per  annum  per  man,  the 
whole  sum  paid  by  each  would  be  Je250  instend  of  Je240. 
This  ia,  however,  the  whole  addition  that  would  be  paid 
by  the  manufacturer  to  obtain  the  same  quantity  of  com- 
modities ;  but  the  fmrmer  on  new  land  would  probably  be 
obliged  to  employ  an  additional  man,  and  therefore  to  pay 
aa  additional  sum  of  ^5  for  wages ;  and  the  farmer  on 
the  old  land  would  be  obliged  to  pay  precisely  the  same 
additional  sum  of  £25  for  rent ;  without  which  additional 
labooTt  com  would  not  hare  risen^  nor  rent  hare  been  in- 
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creased.  One  will  therefore  hM,T%  to  paj  JtXfb  for  wages 
alone,  the  oth«r,  for  wages  and  rent  together;  eaoh  JBU 
more  than  the  mannfactorer ;  for  this  latter  £Xi  the 
farmer  it  compensated  bj  the  addition  to  the  prioe  of  raw 
produce,  and  therefore  his  profits  still  conform  to  the 
profits  of  the  manufacturer.  As  this  proposition  is  im* 
porfcant,  I  will  endeaTour  still  further  to  elucidate  it 

We  have  shown  that  in  earl j  stages  of  societjr,  both  the 
landlord's  and  the  labourer's  share  of  the  vaJhte  of  the  pro* 
duoe  of  the  earth,  would  be  but  small ;  and  that  it  would 
mcrease  in  proportion  to  the  progress  of  wealth,  and  the 
difficultj  of  procuring  food.  We  ha>Te  shown,  too^  that 
although  the  Talue  of  the  labourer's  portion  will  be  in« 
creased  by  the  high  Talue  of  food,  his  real  share  will  be 
diminished ;  whilst  that  of  the  landland  will  not  only  be 
raised  in  value,  but  will  also  be  increased  in  quantity.* 

Tbe  remaining  quantity  of  the  produce  of  the  land,  after 
the  landlord  and  labourer  are  paid,  necessarily  belongs  to 
the  farmer,  and  constitutes  the  profits  of  his  stock.  But 
it  may  be  alleged,  that  though  as  society  advances,  his 
pfO|>ortion  of  the  whole  produce  will  be  diminished,  yet  as 
it  will  rise  in  value,  he,  as  well  as  the  landlord  and  labourer, 
may«  notwithstanding,  receive  a  greater  value. 

It  may  be  said  for  example,  that  when  com  rose  from 
J^  to  JeiO,  the  180  quarters  obtained  from  the  best  land 
would  sell  for  jei,800  instead  of  Je720;  and,  therefore, 
though  the  landlord  and  labourer  be  proved  to  have  a 
greater  value  for  rent  and  wages,  still  the  value  of  the 
fanner's  profit  might  also  be  augmented.  This,  however, 
it  impossible,  as  I  shall  now  endeavour  to  show. 

In  the  first  place,  the  price  of  com  would  rise  only  in 
proportion  to  the  increased  difficulty  of  growing  it  on  land 
of  a  worse  quality. 

It  has  been  alx«ady  remarked,  that  if  the  labour  of  ten 
men  will,  on  landof  a  certain  quality,  obtain  180  quarters  of 
*[§3».l 
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wliMt,Mid  itoTBlue  be  JB4perquarter»  or £720;  and  if  the 
kboor  of  ten  Additional  men,  will  on  the  same  or  any  other 
land  prodnoe  only  170  qoarten  in  addition,  wheat  would 
riMfmnJB4to'JB4  4f.8d;  forl70  :180  :  :^:JB4  4f.  &2. 
In  other  words,  as  for  the  production  of  170  quarters,  the 
labour  of  ten  men  is  necessary,  in  the  one  case,  and  only 
that  of  9*44  in  the  other,  the  rise  would  be  as  9*44  to  10, 
or,  as  JB4  to  JB4  4f  •  M.  In  the  same  manner  it  might  be 
shown,  that  if  the  labour  of  ten  additional  men  would  only 
produce  160  quarters,  the  price  would  further  rise  to 
JU10$.i  if  150,toJB416f.  etcetc 

But  when  180  quarters  were  produced  on  the  land 
paying  no  rent,  audits  price  was  JB4  per  quarter, 
it  is  sold  for Je720 

And  when  170  quarters  were  produced  on  the  land 
paying  no  rent,  and  the  price  rose  to  JC4  49. 8c£. 
it  still  sold  for je720 

8o  160  quarters  at  JM  10#.  produce £720 

And  150  quarters  at  JB4  16f .  produce  the  same  sum 

of Je720 

Now  it  is  erident,  that  if  out  of  these  equal  ralues,  the 
farmer  is  at  one  time  obliged  to  pay  wages  regulated  by 
the  price  of  wheat  at  JC4,  and  at  other  times  at  higher 
prices,  the  rate  of  his  profits  will  diminish  in  proportion  to 
the  rise  in  the  price  of  com. 
^  In  this  case,  therefore,  I  think  it  is  clearly  demon* 
strated  that  a  rise  in  the  price  of  com,  which  increases  the 
money  wages  of  the  labourer,  diminishes  the  money  Talue 
of  the  Armor's  profits. 

But  the  case  of  the  farmer  of  the  old  and  better  land 
will  be  in  no  way  different;  he  also  will  haTc  increased 
wages  to  pay,  and  will  nerer  retain  more  of  the  Talue  of 
the  produce,  howerer  high  may  be  its  price,  than  «£720  to 
be  dtridsd  between  himself  and  his  always  equal  number 
•  [Approximately  more  nmrlj  U  4«.  B^L] 
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of  kboureri ;  in  proportion  therefore  aa  thej  get  more,  lie  \ 
must  retaiu  kss. 

When  the  priee  of  c(mi  WM  at  JM  fba  wliola  180  q^anrten 
belonged  to  the  eoUiTntor.Mid  he  told  it  for  iB790.  When 
com  voee  to  JM  4t.  SiL  he  wm  obliged  to  paj  the  ^alue  of 
ten  qoartert  out  of  hie  180  lor  rent,  ooneeqiiently  the 
remaining  170  yielded  him  no  more  than  iBTSO :  when  it 
roee  farther  to  JM  lOt.  he  paid  twenlj  qnarten»  or  their 
Talue,  for  rent»  and  oonaeqaently  only  retahied  180  qnart6rs» 
which  yielded  the  nnie  som  of  jCTSO. 

It  will  be  aeen,  then,  that  whaterer  rise  maj  take  plaoe 
in  the  price  of  com,  in  eonaeqnence  of  the  neoeaaitj  of 
employing  more  labonr  and  capital  to  obtain  a  giTon  ad- 
ditional quantity  of  produce,  such  riae  will  always  be 
equalled  in  ralue  by  the  additional  rent,  or  additional 
labour  employed;  so  that  whether  com  sells  for  JM^ 
jM  10#.,  or  X5  2$.  lOd  the  fanner  will  obtain  for  that 
which  remains  to  him,  after  paying  rent,  the  same  real 
ralue.  Thus  we  see,  that  whether  the  produce  belonging 
to  the  farmer  be  180, 170, 160,  or  150  quarters,  he  always 
obtains  the  same  sum  of  Je720  for  it ;  the  price  increasing 
in  an  inrerse  proportion  to  the  quantity. 

Bent  then,  it  appears,  always  falls  on  the  consumer, 
and  nerer  on  the  farmer ;  for  if  the  produce  of  his  farm 
should  uniformly  be  180  quarters,  with  the  rise  of  prices 
he  would  retain  the  Talue  of  a  less  quantity  for  himself, 
aud  gire  the  Talue  of  a  larger  quantity  to  his  landlord ; 
but  the  deduction  would  be  such  as  to  leaTe  him  always  ^ 
the  same  sum  of  Je720. 

It  will  be  seen  too,  that,  in  all  cases,  the  same  sum  of 
£720  must  be  dirided  between  wages  and  profits.  If  the 
Talue  of  the  raw  produce  from  the  land  exceed  this  Talue, 
it  belongs  to  rent,  whaterer  may  be  its  amount.  If  there 
be  no  excess,  there  wiU  be  no  rent  Whether  wages  or 
profits  rise  or  &11,  it  is  this  sum  of  J6720  from  which  thqr 
must  both  be  proTided.    On  the  one  hand,  profits  cao 


k 
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MTcr  rite  to  high  m  to  absorb  so  much  of  this  Je720  that 
enough  will  not  be  left  to  fornith  the  labourers  with  ab- 
solute Doeessaries ;  on  the  other  hand,  wages  can  never 
Tise  so  high  as  to  leare  no  portion  of  this  sum  for  profits. 

Thus  in  erery  case,  agricultural,  as  well  as  manufac- 
toring  profits  are  lowered  by  a  rise  in  the  price  of  raw 
pcoduee,  if  it  be  accompanied  by  a  rise  of  wages.^  If  the 
farmer  gets  no  additional  Tslue  for  the  com  which  remains 
to  him  after  paying  rent,  if  the  manufacturer  gets  no  ad* 
ditiooal  Talue  for  the  goods  which  he  manu&ctures,  and 
if  both  are  obliged,  to  pay  a  greater  ralue  in  wages,  can 
any  point  be  more  clearly  established  than  that  profits 
must  fall,  with  a  rise  of  wages  P 

The  farmer  then,  although  he  pays  no  part  of  his  land- 
locd*s  rent,  that  being  always  regulated  by  the  price  of 
produce,  and  inrariably  falling  on  the  consumers,  has 
howerer  a  Tery  decided  interest  in  keeping  rent  low,  or 
rather  in  keeping  the  natural  price  of  produce  low.  As  a 
oonsumer  of  raw  produce,  and  of  those  things  into  which 
raw  produce  enters  as  a  component  part,  he  will,  in  com- 
mon with  all  other  consumers,  be  interested  in  keeping  the 
price  low.  But  he  is  most  materially  concerned  with  the 
high  price  of  com  as  it  affects  wages.  With  every  rise  in 
the  price  of  com,  he  will  hare  to  pay  out  of  an  equal  and 
uuTarying  sum  of  £720  an  additional  sum  for  wages  to^ 
the  ten  men  whom  he  is  supposed  constantly  to  employ. 
We  hare  seen  in  treating  on  wages  that  they  inrariably 
rise  with  the  rise  in  the  price  of  raw  produce.  On  a  basis 
assumed  for  the  purpose  of  calculation,  page  99,*  it  will  be 
seen  that  if  when  wheat  is  at  JB4  per  quarter,  wages  should 
be  X24  per  annum. 

'  The  reader  Ib  aware,  that  we  are  leaving  out  of  our  eontidera* 
tioa  the  aeddental  rariatioiM  arising  from  bsd  and  good  eeaeons, 
•r  fron  the  demand  increasing  or  diminishing  by  any  endden  effect 
mm  the  state  of  population.  We  are  speaking  of  the  natural  and 
MM  lint,  not  of  the  aeeideatal  aad  flnetaating  pries  of  com. 


betveea  l&bonren  uid  f&rm^n. 


Ul  receive 


'  The  ISO  quftften  of  ooim  would  be  divided  in  the  fotkfwti^ 
|raportiofi9  between  kudiords^  f&nnerer  uid  Uboiirav,  with  tb# 
ifcovt^oAmed  vAxiAtiooft  in  Uw  Tiine  of  corn. 


Rfioe  per  qr*  Renk 


Ptofik 


VVMgei.        IblaL 


£  «.  dL  I&  WhfAi.  In  Whet*.  In  \Mic&t 

4    0    0             Koae,  12Dqn.   ,         60  q^ 

4    4    8             10^1%.  m?        I         5S3 

4  10    0            20          '  103  4                m^ 

4  m  0        ao       ^  95             55 

ff    2  10             40  867                 533 


180 


•nd»  under   the  sftoae   eircumit&Dcee,  moziejr  rent,  wagefv  and 
pro&tf  would  be  aa  foUowi  % 


FHee  per  qr.      Henk 
£  M,  d.       £  *-  d. 


4  0  0 
4  4  8 
4  10  0 
4  16  0 
«    2  10 


Noneu 

42    7    6 

90    0    0 

144    0    0 

205  13    4 


P1061. 

4«0    0    0 
473    0 
455    0 
436    0 
445  15 


Wiigee. 

£    0,  d, 

240    0    0 


0 
0 
0 
0 


U7 

2M 
274 


Total. 
£    *.   it 
720    0    0 
762    7 
810    0 
SM    0 
925  13 


0 
0 

4 


[Theee  tables  are  not  to  minutely  aocurmte  as  tbey  ieem*  In  tke 
•eoond  f)!  the  two  giren,  the  totals  are  inacctunate  in  the  cue  ol 
the  seeond  and  ftftb  Hnea  The  pnce  of  10  qn,  at  £4  4i;  SeC  ^ 
quarter  is  not  £42  7*.  &/.,  but  £42  ^.  8dl  j  further,  180  qn.  at 
the  eame  pHce  per  quarter  ^o  not  eell  at  £762  7i.  6(f,t  but  £762; 
also,  180  at  £5  2#.  lOef.  U  £925  10#.,  not  £925  13a  Ad.  Amended 
and  eaipreued  la  n>imd  numbers  the  tabtesi  read  as  follow^  t— 
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And  rapponng  that  the  original  capital  of  the  fanner  was 
JB8,000,  the  profits  of  his  stock  being  in  the  first  instance 
JBiSO  woold  be  at  the  rate  of  16  per  cent.  When  his 
profits  feU  to  JtMZ  thej  would  be  at  the  rate  of  157 '  per 
cent. 

JM65 15-5 

X456                 •    •    .                .      15-2 
X445 14-8 

Bat  the  rois*  of  profits  will  fall  still  more,  because  the 
capital  of  the  farmer,  it  mnst  be  recollected,  consists  in  a 
great  measore  of  raw  produce,  such  as  his  com  and  hay- 
ricks, his  unthreshed  wheat  and  barley,  his  horses  and 
eows,  which  would  all  rise  in  price  in  consequence  of  the 

Price  per  qr.  Wheat  Renk   Wheat  Profit  Wheat  Wages.  TotaL 
£    9.  d. 

4    0    0  None.  120  60  180 

4    4    8  9-02  11173  58*35  180 

4  10    0  20  103-4  56-6  180 

4  16    0  30  05  55  180 

6    2  10  30-97  86-60  5334  180 

and  if  estimated  in  money : 

Price  per  qr.      Rent  Profit.  Wages.  ToUl 

£  «.  dL  £    9,  d,  £    9,  d.  £     9.  d.  £    9.  d, 

4    0    0  None.  48000  24000  720    00 

4    4    8  42    0    0  473    0    0  247    0    0  762    0    0 

4  10    0  0000  46500  25500  810    00 

4  16    0  144    00  45600  26400  86400 

6    8  10  205  10    0  445  14    0  274    5    0  025  10    0] 

>  [This  should  read  15*8.     It  is  exactly  1576.] 

*  [Up  to  this  mention  Ricardo  in  speaking  of  "  rate  of  profits  ** 
has  heen  able  to  consider  a  decrease  in  the  proportion  of  the  total 
Tslne  receired  by  the  fanner  or  manofactorer  (Ricardiaa  "  rate  ") 
as  inTariably  accompanied  by  a  corresponding  decrease  in  the  rate 
per  cent  (but  eL  proriso  in  §  18).  In  consequence,  it  is  of  com- 
paratiToly  little  moment  whether  the  phrase  "rate  of  profits'*  be 
eonrtnied  in  one  or  the  other  sensa  Here,  however,  it  mnst  be 
eonstraed  as  rale  per  cent  Ricardo  himself  seems  to  indicate  his 
I  of  thk  partknlar  sense  by  the  nee  of  italics.] 


1.] 


jM»  to  jM4S  Uii ;  hrt  if  Ctm  ^  OH*  vU(k  I  kav* 
jot  itotBi.  ka  capital  ikOTli  iM  teB  XSLflOO  to  JBJOO 
tiM  ato  of  kb  prafito  vwdi.  vhaa  MB  was  aft  «  iiL  MML 
WmivUpsent. 
If  a  ■anCMtetr  kai  ala»  mmpkaj^  JOfiW  m.  kw 

of  wagci^  to  iBOPHMt  kk  CBpiUl»  ia  oidnr  to  bt  «oshladto 
CMnryoQ  tht  mm—  Iwiiii  m  RkkcovnoditkinldlMfon 
forJe79Dt^woaId  eoatiBM  to  oea  aft  tht  sum  priee; 
bat  tkt  vagv  «f  hboor,  iriuck  wvt  bete*  JBMO  would 
rxje  wbM  con  was  at  JU  8r  lOiL  to  JB74  5a.  la  Iho 
fint  caaa  be  would  bavo  a  balaaea  of  JBttO  as  profit  oa 
jS3,000^  ia  tbt  soeood  be  woold  bato  a  profit  oalf  of 
X445  15«^  oa  aa  increased  capital,  aad  tborefoio  bis 
profits  woold  eoafona  to  tba  altared  rate  of  tbose  of  tbe 
burner. 

There  are  few  commodities  which  are  not  more  or  less 
affected  in  their  price  by  the  rise  of  raw  produce,  because 
some  raw  material  from  the  land  enters  into  the  eomposi* 
tion  of  most  commodities.  Cotton  goods,  linen,  aad  doth, 
will  all  rise  in  price  with  the  rise  of  wheat;  but  thej  rise 
on  account  of  the  greater  quantity  of  labour  expended  on 
the  raw  material  from  which  thej  are  made,*  aad  not 

'  [This  atatement  needs  expUnstioiL  Asraming  that  the  qssn* 
tity  of  prodnee  required  remains  the  same,  an  alteration  in  the 
prodoctirity  of  capital-and-labonr  will  aiiect  the  rent,  and  if  the 
rent  of  land  when  applied  to  one  porpose  be  affected,  it  wUl  affect 
the  rent  which  it  would  yield  when  implied  to  any  alteraatiTe  use. 
Conseqnently  an  alteration  in  piodaetiTity  affecting  the  price 
of  one  raw  product  will  affect  the  price  of  other  raw  products,  as 
indeed  of  any  commodity  the  prodoction  of  which  mi^t  take 
place  on  the  same  land«  Rieardo*  howerer,  looks  at  the  matter 
from  a  mnch  simpler  point  of  riew.  He  assumes  that  an  Incresoe 
of  the  amount  of  labour  required  in  the  case  of  com  arises  from  a 
common  cause  whish  will  aiSsct  the  production  of  all  raw  uatsrial 
alike.] 
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becante  more  was   paid   by  tbe  manufacturer   to   the 
libourera  whom  he  employed  on  those  commodities. 

Ln  all  oases,  commodities  rise  because  more  labour  is 
eipendad  on  them,  and  not  because  the  labour  which  is 
expended  on  them  is  at  a  higher  ralue.  Articles  of 
jewdleiy,  of  iron,  of  plate,  and  of  copper,  would  not  rise, 
because  none  of  the  raw  produce  from  the  sur&ce  of  the 
earth  enters  into  their  composition. 

S  43.  It  may  be  said  that  I  haTO  taken  it  for  granted, 
that  money  wages  would  rise  with  a  rise  in  the  price  of 
raw  produce^  but  that  this  is  by  no  means  a  necessary 
consequence,  as  the  labourer  may  be  contented  with  fewer 
enjoyments.  It  is  true  that  the  wages  of  labour  may 
preriously  haTe  been  at  a  high  lerel,  and  that  they  may 
bear  some  reduction.  If  so,  the  fall  of  profits  will  be 
diecked ;  but  it  is  impossible  to  conceiye  that  the  money 
price  of  wages  should  fall,  or  remain  stationary  with  a 
gradually  increasing  price  of  necessaries ;  and  therefore  it 
may  be  taken  for  granted  that,  under  ordinary  circum- 
stances, no  permanent  rise  takes  place  in  the  price  of 
necessaries,  without  occasioning,  or  baring  been  preceded 
by  a  rise  in  wages. 

The  effects  produced  on  profits  would  haye  been  the 
same,  or  nearly  the  same,  if  there  had  been  any  rise  in 
tbe  price  of  those  other  necessaries,  besides  food,  on  which 
the  wages  of  labour  are  expended.  The  necessity  which 
the  labourer  would  be  under  of  paying  an  increased  price 
for  such  necessaries,  would  oblige  him  to  demand  more 
wages ;  and  whatcTcr  increases  wages,  necessarily  reduces 
profits.  But  suppose  the  price  of  silks,  Tclyets,  furniture, 
and  any  other  commodities,  not  required  by  the  labourer, 
to  rise  in  consequence  of  more  labour  being  expended  on 
them,  would  not  that  affect  profits?  Certainly  not:  for 
nothing  can  affect  profits  but  a  rise  in  wages ;  silks  and 
TelTsts  are  not  consumed  by  the  labourer,  and  therefore 
raise  wages. 
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OX  Piuirnrs. 


It  11  to  be  understood  thai  I  am  tpe&kiDg  of  jmillta 
^  genenllj*  I  bare  alreadj  remiLrked,  that  the  market 
prioe  of  a  oommodity  may  ex^seed  iti  uatiiml  or  D^oeaaary 
pricet  aj  it  ma/  be  produced  in  lesa  abuadanoe  than  tbe 
Dew  demand  for  it  requirea.  Tbii,  bowe^ar,  is  bnt  a 
temporary  e^ect.  Tbe  bigb  profits  on  capital  employed 
ia  producing  that  eommodity,  will  natunUIy  attraet  capital 
to  that  trade;  and  at  soon  aa  the  rsquidto  funds  are 
ftuppliedt  aad  tbe  quantity  of  the  commodity  it  duly  in« 
creased,  its  price  will  fall,  and  tbe  profits  of  the  trade  will 
coufonn  to  tbe  general  lei^eL  A  fall  in  the  general  rate 
of  profita  is  by  no  means  incompatible  with  a  partial  rise 
of  profits  in  particular  employments.  It  is  tbiougb  tbo 
inequality  of  profits,  that  capital  is  mo^ed  from  one  em-^ 
ployment  to  another  Whilst  then  general  profits  are 
falling,  and  gradually  settling  at  a  lower  level  in  conse* 
queoce  of  tbe  rise  of  wages,  and  the  increasing  difficulty 
of  supplying  the  increasing  population  with  necessarieSt 
the  profits  of  the  farmer  may,  for  an  interval  of  some  little 
duration,  be  above  the  former  level.  An  eitraordinary 
Btimulup  may  be  also  given  for  a  certain  timet  to  a  parti- 
cular branch  of  foreign  and  colonial  trade  \  but  the  ad-» 
mission  of  this  fact  by  no  means  invalidates  the  tbeoryr^ 
that  profits  depend  on  high  or  low  wages,  wages  on  the 
price  of  necessaries,  and  the  price  of  necessaries  chiefiy  on 
the  price  of  food,  becau&e  all  other  requisites  may  be  in- 
creased  almost  without  limit.  J 

It  ahould  be  recollected  that  prices  always  vary  in  the 
market,  and  in  the  first  instance,  through  tbe  comparative 
state  of  demand  and  supply,  Althougb  cloth  could  be  fur- 
nished at  40s,  per  yard,  and  give  the  usual  profits  of  stock, 
it  may  rise  to  60«.  or  60«.  from  a  general  change  of  fashion,) 
or  from  any  other  cause  which  should  suddenly  and  unex« 
pectedly  increase  the  demand,  or  diminish  the  supplj  of  it 
The  maJcexa  of  cloth  will  for  a  time  have  unusual  profits^i 
but  capital  will  naturally  flow  to  that  manufacture,  till  ihe' 


< 
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sopply  and  demand  are  again  at  their  fitir  level,  when  the 

t  of  doth  will  again  link  to  400-  its  natural  or  heces- , 

prioei    In  the  lame  manner,  with  eyery  increased  de- 

A  tor  eom,  it  may  rise  so  high  as  to  afford  more  than 

^  the  general  profits  to  the  farmer.    If  there  be  plenty  of 

\  tectOe  land,  the  price  of  com  will  again  fall  to  its  former 

^^^  standard,  after  the  requisite  quantity  of  capital  has  been 

I  employed  in  producing  it,  and  profits  will  be  as  before ; 

;  but  if  there  be  not  plenty  of  fertile  land,  if,  to  produce  this 

additional  quantity,  more  than  the  usual  quantity  of  capital 

[  and  labour  be  required,  com  will  not  fall  to  its  former  lerel. 

Its  natural  price  will  be  raised,  and  the  &nner,  instead  of 

obtaining  permanently  larger  profits,  will  find  himself 

obliged  to  be  satisfied  with  the  diminished  rate  which  is 

the  ineritable  consequence  of  the  rise  of  wages,  produced 

by  the  rise  of  necessaries. 

j  §  44.  The  natural  tendency  of  profits  then  is  to  fall ;  for, 
I  in  the  progress  of  society  and  w€«dth,  the  additional  quan- 
i  taty  of  food  required  is  obtained  by  the  sacrifice  of  more 
land  more  labour.'  This  tendency,  this  gravitation  as  it 
I  were  of  profits,  is  happily  checked  at  repeated  intervals  by 

'  [With  reference  to  this  important  section  as  to  the  tendency  of 
profits  to  fall  by  reason  of  resort  being  gnulually  had  to  less  fertile 
lands,  it  is  interesting  to  quote  a  passage  from  ''Letters  of  Ricanio 
to  Malthas,**  p.  120,  5  Oct.,  1816:  *<  You  say  that  you  think  tliat  I 
hare  sometimes  concede«l  that  if  population  were  miraculously 
stopped,  while  the  most  fertile  land  remained  uncultivated,  profits 
would  fall  upon  the  supposition  of  an  increase  of  capital  still  going 
oa.  I  eoocede  it  now.  Profit*  I  think  depend  on  wages, ^wagcs 
depend  on  demand  and  supply  of  labour,  and  on  the  cost  of  the 
■BBBSiiries  on  which  wages  are  expended.  These  two  causes  may 
he  operating  on  profits  at  the  same  time,  either  in  tlie  same,  or  in 
an  opposite  direction.  In  the  case  you  put,  wages  would  have  a 
tendency  to  keep  stationary  as  far  as  the  supply  of  food  was  con- 
esmed,  but  they  would  have  a  tendency  to  rise  in  consequence  of 
tbc  deosand  for  Uboor  increasing,  whilst  the  supply  continued  the 
saaa  Under  such  circumstances  profits  would  of  eoume  fall.  You 
ninsi,  bowtrer,  allow  that  this  is  an  eztraonlinary  case.**  With 
IhM  we  may  eompars  ftmith's  ••  Wealth  of  Nations,*'  bk.  L,  c  ix., 
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the  improTements  in  machinery,  connected  with  the  pro- 
duction of  necesaariei ,  as  well  as  hy  discoTeries  in  the 
ftcicnce  of  agriculture  which  enable  us  to  relinquish  a  per* 
tiou  of  labour  before  required,  and  therrfore  to  lower  the 
price  of  the  prime  necessarj  of  the  labourer.  The  rise  in 
the  price  of  necessaries  and  in  the  wages  of  labour  is  how- 
ever  limited ;  for  as  soon  as  wages  should  be  equal  (as  in 
the  case  formerly  stated)  to  £720,  the  whole  receipts  of  the 
farmer,  there  must  be  an  end  of  accumulation;  for  no 
capital  can  then  yield  any  profit  whaterer,  and  no  addi- 
tional labour  can  be  demanded,  and  consequently  popnla-  j 
tion  will  hare  reached  its  highest  point.  Long  indeed  t 
before  this  period,  the  Tcry  low  rate  of  profits  will  hare 
arrested  all  accumulation,  and  almost  the  whole  produce  of 
the  country,  after  paying  the  labourers,  will  be  the  property 
of  the  owners  of  land  and  the  receivers  of  tithes  and  taxes. ' 
Thus,  taking  the  former  rery  imperfect  basis  as  the 
grounds  of  my  calculation,  it  would  appear  that  when  com 
was  at  J620  per  quarter,  the  whole  net  income  of  the  countiy 
would  belong  to  the  landlords,  for  then  the  same  quantilj 
of  labour  that  was  originally  necessary  to  produce  180 
quartera,  would  be  necessary  to  produce  86 ;  since  J620  : 
M  : :  180  :  86.  The  farmer,  then,  who  produced  180 
quarters  (if  any  such  there  were,  for  the  old  and  new 
capital  employed  on  the  land  would  be  so  blended,  that 
it  could  in  no  way  be  distinguished,)  would  sell  the 

180  qrn.  at  £20  i)er  qr.  or  .         £8,e00 

rto  landlord  for  rent,  being'^ 
the  value  of  144  qrs.  \  the  difference  between  36  and  V  .    .        22,880 

—         U80qr».  J  

86  qrs.  720 

the  value  of  36  qrs.  to  labourera  ten  in  noniber     .    .    «    .      720 


p.  38 b :  "As  the  colony  increases  tlie  profits  of  stook  gradually 
diminish.  When  the  most  fertile  and  best  situated  lands  have 
been  all  occupied,  less  profit  can  be  made  by  the  cultivation  of  what 
is  inferior  both  in  soil  and  situation,  and.  less  interest  can  be 
afforded  for  the  stock  which  is  so  employed.^ 
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kftTiag  nothing  wbaterer  for  profit. 

I  lukTe  MippoMd  tliat  9X  this  price  of  £20  the  Ubonren  would 
eoAtimM  to  eoBMnne  three  quartera  each  per  annum 
or £60 

And  that  on  the  other  eonimoditien  they 
wo«ld  expend 12 

72  for  each  labourer. 

And  thewloie  ten  lahonrert  would  eoet  £720  per  annum. 

In  all  these  calculations  I  hare  been  desirous  only  to  elu* 
cidate  the  principle«  and  it  is  scarcely  necessary  to  observe* 
that  my  whole  basis  is  assumed  at  random,  and  merely  for 
the  purpose  of  exemplification.  The  results,  though  diffe- 
rent in  degree,  would  hare  been  the  same  in  principle, 
howerer  accurately  I  might  hare  set  out  in  stating  the 
difference  in  the  number  of  labourers  necessary  to  obtain 
the  sucoessiTe  quantities  of  com  required  by  an  increasing 
population,  the  quantity  consumed  by  the  labourer's  family, 
etc^  etc.  Hy  object  has  been  to  simplify  the  subject,  and 
I  hare  therefore  made  no  allowance  for  the  increasing  price 
of  the  other  necessaries,  besides  food  of  the  labourer ;  an 
increase  which  would  be  the  consequence  of  the  increased 
Talue  of  the  raw  materials  from  which  they  are  made,  and 
which  would  of  course  further  increase  wages,  and  lower 
profits. 

I  hare  already  said,  that  long  before  this  state  of  prices 
was  become  permanent,  there  would  be  no  motive  for  accu- 
mulation ;  for  no  one  accumulates  but  with  a  view  to  make 
his  accumulation  productive,*  and  it  is  only  when  so  em- 
ployed that  it  operates  on  profits.  Without  a  motive  there 
ooiUd  be  no  accumulation,  and  consequently  such  a  state  of 
prices  never  could  take  place.  The  farmer  and  manufac- 
turer can  no  more  live  without  profit,  than  the  labourer 
without  wagea'    Their  motive  for  accumulation  will  dimi- 

*  [Cf.  p.  90.  This  vtatement  is  questionable  For  criticism,  W.  L. 
flargeatfe  **  Beeent  Pdlitieal  fioooooiy,**  pp.  75-77.    A  great  part 
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uish  with  ereiy  diminution  of  profit,  and  will  oeaie  alto-l 
gether  when  their  profits  are  so  low  m  not  to  afford  themj 
an  adequate  compensation  for  their  trouble*  and  the  riw 
which  they  must  necessarily  encounter  in  empkjing  their 
capital  productively. 

I  must  again  obsenre,  that  the  rate  of  profits  would  &11 
much  more  rapidly  than  I  hare  estimated  in  my  calcula- 
tion :  for  the  value  of  the  produce  being  what  I  have  stated 
it  under  the  circumstances  supposed,  the  value  of  the  far- 
mer's stock  woidd  be  greatly  increased  from  its  necessarily 
consisting  of  many  of  the  commodities  which  had  risen  in 
value.  Before  com  could  rise  from  J64  to  JB12  his  capital 
would  probably  be  doubled  in  exchangeable  value,  and  be 
worth  Je6,000  instead  of  X3,000.  If  then  his  profit  were 
J^180,  or  6  per  cent  on  his  original  capital,  profits  would 
not  at  that  time  be  really  at  a  higher  rate  than  3  percent.; 
for  J^.OOO  at  3  per  cent,  gives  jSISO  ;  and  on  those  terms 
only  could  a  new  farmer  with  Je6,000  money  in  his  pocket 
enter  into  the  farming  business. 

Many  trades  would  derive  some  advantage,  more  or  less, 

uf  the  wealth  of  which  the  capital  of  the  country  is  coin]XNied  in 
accumulated  with  a  view  to  provi.««ion  for  old  age,  for  ftickneiMi,  or 
out  of  regard  for  children  or  others.  For  example,  the  accuniula- 
tions  of  benefit  societies,  including  the  capital  in  savings  banks, 
and  calculated  at  £200»000,000  («  SUt  Soc.  Journal,"  voL  xlviii, 
part  1,  1885),  may  be  reckoned  as  due  to  such  motives.  Now  it 
may  be  doubted  whether  the  amount  of  such  savings  would  be  in- 
creased or  decreased  by  a  fall  in  the  rate  of  interest.  The  people 
who  are  saving  ^ish  to  pronde  for  certain  necessities.  Will  they 
cease  to  cherish  this  ^lish  because  it  becomes  somewhat  harder  to 
make  the  necessary  proraion  ? 

Unfortunately,  as  stated  elsewhere,  Ricardo  enters  into  no  dis- 
cussion as  to  the  existence  of  ^a  necessary  rate  of  interest,  but  see 
note  to  §  45,  p.  105,  and  cf.  criticism  of  Kicardo*s  position  by 
BAhm-Bawerk,  **CapiUl  and  Interest'*  (tr.),  pp.  87-96.] 

'  [Profit  is  a  vague  term,  covering  such  various  payments  as 
interest,  business  profits,  wages  of  superintendence.  Kicardo  enters 
into  no  analysis.] 
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firomtbemiMsoiiroe.  The  brewer,  the  distiller,  the  clothier, 
the  Unen  nuum^Mturer,  would  be  partly  compensated 
for  the  diminutioQ  of  their  profits,  bj  the  rise  in  the 
▼mine  of  their  stock  of  raw  and  finished  materials ;  but 
a  manufacturer  of  hardware,  of  jewellery,  and  of  many 
other  eommodities,  as  well  as  those  whose  capitals  uni- 
formly consisted  of  moneyf  would  be  subject  to  the  whole 
fall  in  the  rate  of  profits,  without  any  compensation  what- 


f  We  should  also  expect  that,  howerer  the  rate  of  the  profits 
\  ot  stock  might  diminish  in  consequence  of  the  accumula- 
\  iiaa  of  capital  on  the  land,  and  the  rise  of  wages,  yet  that 
the  aggregate  amount  of  profits  would  increase.  Thus  sup- 
^  posing  that,  with  repeated  accumulations  of  ^£100,000,  the 
rate  of  profit  should  fall  from  20  to  19,  to  18,  to  17  per 
cent,  a  constantly  diminishing  rate,  we  should  expect  that 
the  whole  amount  of  profits  received  by  those  successive 
owners  of  capital  would  be  always  progressive;  that  it 
would  be  greater  when  the  capital  was  Je200,000  than  when 
XIOO.OOO ;  still  greater  when  XSOO.OOO ;  and  so  on,  increas- 
ing, though  at  a  diminishing  rate,  with  every  increase  of 
capital.  This  progression  however  is  only  true  for  a  certain 
time :  thus  19  per  cent  on  J£200,000  is  more  than  20  on 
jeiOO,000 ;  again  18  per  cent  on  X300,000  is  more  than  19 
per  cent  on  JS200,000 ;  but  after  capital  has  accumulated 
to  a  large  amount  and  profits  have  fallen,  the  further  accu- 
mulation diminishes  the  aggregate  of  profits.  Thus,  sup- 
pose the  accumulation  should  be  XI, 000,000,  and  the  profits 
7  per  cent,  the  whole  amount  of  profits  will  be  Je70,000 ; 
now,  if  an  addition  of  XIOO.OOO  capital  be  made  to  the 
million,  and  profiU  should  fall  to  6  per  cent,  X66,000,  or  a 
diminution  of  Je4,000;will  be  received  by  the  owners  of 
stock,  although  the  whole  amount  of  stock  will  be  increased 
from  jei,000,000  to  ^£1,100,000. 
r  §  45.  There  can,  however,  be  no  accumulation  of  capital, 
I  so  long  as  stock  yields  any  profit  at  all,  without  iU  yielding 
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not  only  aa  iarriait  of  produce^  bvl  aa  msamm  of 

Bj  emplojiag  jnOO^OOO  addiiioiu]  c^pitil,  no  put  of  tb« 

former  ca|ihil  wffl  te  xtndmd  kat  piodaeti^    The 

duce  of  tbo  kad  mad  kbovr  of  tho  cunaiiy  mm 

and  iu  Talao  will  bt  niMd,  aot  oalj  bj  tke  irahio  of  tba 

additkm  whidi  k  aiade  to  tbo  f omcr  qoaatitjr  of  ptodno- 

tioDA.  but  by  tbo  aew  Tmlao  wbidi  k  giTea  to  the  wbolo 

produce  of  tbo  kad,  bj  tko  iacrcMod  diflkolty  of  pvodue- 

ing  tbe  kit  pofftka  of  it    Wbea  tko  acciimaktioD  ofV 

€ftpitd,bov«ver»  boeooMt  Ywy  gml»  aotwitbateadiag  Hum  ) 

incrcAaed  Talue,  it  will  bt  to  distribatod  thai  a  kaa  Taloa  I 

than  before  will  ba  appropriated  to  piofita^wbiktliatwliidk  ^ 

it  deToted  to  reat  aad  wagea  win  be  inoeaaed.  Thaa»wilh 

succetaiTe  additiona  of  JBIOO.OOO  to  capital,  with  a  Call  ia 

the  rate  of  profita,  from  SO  to  19,  to  18,  to  17  per  oeat.»ete^ 

the  productiona  annuallj  obtained  will  increaae  in  qaantitj, 

and  be  of  more  than  the  whok  additional  ralae,  which  the 

additional  capital  k  calculated  to  produce.     From  JB20fi00 

it  will  riae  to  more  than  £S9  fiOO^  and  then  to  more  thaa 

je57,000,  and  when  the  capital  employed  k  a  million,  aa  we 

before  suppooed,  if  JBIOO.OOO  more  be  added  to  it,  and  the 

aggregate  of  profiu  is  actually  lower  than  before,  more 

than  X<>,000  will  ncTertheleas  be  added  to  the  roTeaae 

of   the    country,    but    it    will    be    to    the    verenue    of 

the  landlords  and  kbouiera ;  they  will  obtain  more  thaa 

the  additional  produce,  and  will  from  their  aituatioa  be 

enabled  to  encroach  eren  on  the  former  gaina  of  the 

capitalist    Thus,  suppose  the  price  of  com  to  be  JB4  per J 

quarter,  and  thai  therefore,  as  we  before  calculated,  of  erery 

je720  remaining  to  the  farmer  after  payment  of  hk  rent 

je480  were  retained  by  him,  and  JS3M  were  paid  to  hk 

kbourers;   when  the  price  rose  to  ^66  per  quarter,  he 

would  be  obliged  to  pay  hk  labourers  JGSOO,  and  retain 

only  JUaO  for  profiU:  he  would  be  obliged  to  pay  ^ 

•  [|  IS2,  p.  334,  note.] 
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JOOO  to  «mkUa  them  to  consume  the  same  quantily  of 

aeoesssries  as  before,  and  no  more.    Now  if  the  capital 

empUijtd  were  so  large  as  to  yield  a  hundred  thousand 

tames  X7S0,  or  X72,000t000,  the  aggregate  of  profits  would 

be  X48,000.000  when  wheat  was  at  £4i  per  quarter;  and  if 

bj  employing  a  larger  capital,  105,000  times  Je720  were 

obtained  when  wheat  was  at  £6,  or  Je75,600,000,  profiU 

would  aetoaUy  fidl  from  X48,000,000  to  Je44,100,000,  or 

105,000  times  X420,  and  wages  would  rise  from  ^£24,000,000 

r  to  Je81,500,000.    Wages  would  rise  because  more  labourers 

j  would  be  employed,  in  proportion  to  capital ;   and  each 

r  labourer  would  receiTe  more  money  wages ;  but  the  condi- 

I    tioQ  of  the  labourer,  as  we  hare  already  shown,  would  be 

I    worse,  inasmuch  as  he  would  be  able  to  command  a  less 

I     quantity  of  the  produce  of  the  country.    The  only  real 

/   gainers  would  be  the  landlords ;  they  would  receive  higher 

i    rents,  first,  because  produce  would  be  of  a  higher  ralue, 

and  secondly,  because  they  would  have  a  greatly  increased 

i  proportion  of  that  produce. 

Although  a  g^reater  value  is  produced,  a  greater  propor- 
tion of  what  remains  of  that  value,  after  paying  rent,  is 
consumed  by  the  producers,  and  it  is  this,  and  this  alone, 
which  regulates  profits.  Whilst  the  land  yields  abundantly, 
wages  may  temporarily  rise,  and  the  producers  may  con- 
simie  more  than  their  accustomed  proportion;  but  the 
stimulus  which  will  thus  be  g^ven  to  population,  will 
speedily  reduce  the  labourers  to  their  usual  consumption. 
But  when  poor  lands  are  taken  into  cultivation,  or  when 
more  capital  and  labour  are  expended  on  the  old  land,  with 
a  less  return  of  produce,  the  effect  must  be  permanent.  A 
greater  proportion  of  that  part  of  the  produce  which  re- 
mains to  be  divided,  after  paying  rent,  between  the  owners 
of  stock  and  the  labourers,  wUl  be  apportioned  to  the  latter. 
Bach  man  may,  and  probably  will,  have  a  less  absolute 
fqnantity ;  but  as  more  labourers  are  employed  in  proper- 
\taon  to  the  whole  produce  retained  by  the  farmer,  the  valuA 
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of  a  greater  proportion  of  the  whole  produce  will  be  ab-j 
sorbed  by  wages,  and  ccmteqnently  the  Talue  of  a  amaQerj 
proportion  will  be  deroted  to  profita.  This  will  nnrgssarilyj 
be  rendered  permanent  by  the  laws  of  natarsb  whidi  Ii»v» 
limited  the  prodoctire  powers  of  the  land. 

Thus  we  again  arriye  at  the  same  oondusion,  whidi  we 
have  before  attempted  to  establish : — ^that  in  all  eonntrieai 
and  all  timet,  profits  depend  on  the  quantity  of  labonr  re^ 
quisite  to  provide  necetsariet  for  the  labouren,  on  that 
land  or  with  that  capital  which  yields  no  rent.*  Hie  efltects 
then  of  accumulation  will  be  different  in  different  coim> 
tries,  and  will  depend  chiefly  on  the  fertility  of  the  land. 
However  extensive  a  country  may  be  where  the  land  is  of 
a  poor  quality,  and  where  the  importation  of  food  is  pro« 
bibited,  the  most  moderate  accumulations  of  capital  will  be  I 

'  [It  ii  no  doubt  perfectly  true  that,  in  Ricardian  phrase,  profits 
(lei)emt  on  the  amount  of  value  produced  which  han  to  be  given  up 
to  wages.  But  if  the  value  of  commodities  were  determined  by 
the  amount  of  la)x>ur  embodied  in  each,  the  price  would  conform 
strictly  to  this  value.  As  Ricardo  himself  states,  this  is  modified 
by  the  introduction  of  capital.  The  profits  of  capital  constitute,  as 
it  were,  the  diflference  between  tlie  price  and  the  part  of  the  price 
paid  in  remuneration  of  la1x>ur.  This  excess  of  the  price  above  the 
I»art,  though  alwa>'s  liable  to  be  increased  or  decreased  by  a 
decrease  or  increase  in  that  part,  must  be  dependent  on  something 
else ;  for  if  it  were  not  so,  why  should  there  be  such  an  excess? 
or,  in  other  words,  why  should  not  wages  absorb  the  whole?  There 
in,  therefore,  by  assumption  some  necessary  standard  of  profit 
without  which  capital  will  cease  to  be  put  into  active  employment. 
In  other  words,  a  certain  rate  of  inducement  is  oflfered  in  order  to 
persuade  people  to  invest  and  to  save.  This  rate  itself  is  liable  to 
alteration  according  to  the  habits  of  the  time.  In  a  letter  to 
Malthus  (**  Letters  of  Ricardo  to  Malthus,"  pp.  188,  189,  21  July, 
1821),  Ricardo  takes  note  of  Ihe  hypothetical  case  in  which  laviog  j 
might  become  so  universal  as  to  allow  of  no  profit  arising  from  the /J 
employment  of  capital  This  would,  he  thinks,  be  remedied  by  an<j 
increase  of  labourers ;  but  if  not,  he  remarks,  "all  that  fund  which' 
should,  and  in  ordinary  cases  does,  constitute  profit,  goes  to  wages, 
and  inunodersiely  swells  that  fund  which  is  destined  to  the  support 
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I  attendad  with  great  ledoctions  in  the  rate  of  profit^  and  a 
!  lapid  rite  in  rent ;  and  on  the  eontrarj  a  small  but  fertile 
•.  country,  partiealarly  if  it  f reelj  permits  the  importation  of 
Ifood,  maj  aecnmnlate  a  large  stock  of  capital  without  any 
/great  diminution  in  the  rate  of  profits,  or  any  great  in- 
(^crease  in  the  rent  of  land.  In  the  Chapter  on  Wages,  we 
have  endeaTonred  to  show  that  the  money  price  of  commo- 
dities would  not  be  raised  by  a  rise  of  wages,  either  on  the 
supposition  that  gold,  the  standard  of  money,  was  the  pro- 
duce of  this  country,  or  that  it  was  imported  from  abroad/ 
But  if  it  were  otherwise,  if  the  prices  of  commodities  were 
permanently  raised  by  high  wages,  the  proposition  would 
not  be  less  true,  which  asserts  that  high  wages  inrariably 
a&ct  the  employers  of  labour,  by  depriring  them  of  a  por- 
tion of  their  real  profits.  Supposing  the  hatter,  the  hosier, 
and  the  shoemaker,  each  paid  XIO  more  wages  in  the  manu- 
facture of  a  particular  quantity  of  their  commoditiea,  and 
that  the  price  of  hats,  stockings,  and  shoes,  rose  by  a  sum 
sufficient  to  repay  the  manu&urturer  the  XIO ;  their  situa- 
tion would  be  no  better  than  if  no  such  rise  took  place.  If 
the  hosier  sold  his  stockings  for  XllO  instead  of  jSIOO,  his 
profits  would  be  precisely  the  same  money  amount  as  be- 
fore ;  but  as  he  would  obtain  in  exchange  for  this  equal 
sum,  one  tenth  less  of  hats,  shoes,  and  every  other  commo- 
dity, and  as  he  could  with  his  former  amount  of  savings 
employ  fewer  labourers  at  the  increased  wages,  and  pur- 
chase fewer  raw  materials  at  the  increased  prices,  he  would 
be  in  no  better  situation  than  if  his  money  profits  had  been 

ol  labour. **  He  oootiniiss  :  **  I  do  not  think  stagnation  is  a  proper 
term  to  apply  to  a  state  of  things  in  which  for  a  timeTEere  it  no 
i  moCirs  to  a  fnrtlier  iocreaM  of  production.  \Vhen  in  tlie  eonne  of 
things  profits  shall  be  so  low,  from  a  great  acconiulation  of  capital 
and  a  want  of  meant  of  proriding  food  for  an  increasing  population, 
all  moiiTs  for  further  savings  will  oease ;  but  there  will  be  no  stag- 
aataoa  i  all  that  is  produced  will  be  at  its  fair  relative  price,  and 
will  be  freely  exchanged.  **] 

•Usa) 
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really  <liininitlie<l  in  aiiioiuit,miidevcfjtliuigkad  i 
at  iU  fommr  price.  ThiistlM»iIliaTeeiid«aYoiiredtodi0v,  | 
first,  that  a  rite  of  wages  would  not  raise  fhe  priee  of  < 
modities,' bat  would  lATariably  lower  profits;  aadsaeondlj* 
that  if  the  prioes  of  all  oommodities  eould  be  raised^  still 
the  effect  on  profits  would  be  the  same;  and  thai  in  Caet 
the  value  of  the  medium  only  in  whioh  pricse  and  pvoAla  ] 
are  estimated  would  be  lowered. 


*  [From  1 18  we  sss  thaS  Ihsre  will  bs  an  altsiatisn  ia 
tiiice  the  pioportioa  of  labour  to  capilal  will 
employmeBts.] 


CHAPTER  VIL— ON  FOREIGN  TRADE. 

§46. 
'MO  extension  of  foreign  trade  will  immediately  in- 
^^  create  the  amount  of  Talue  in  a  country,  although 
it  win  rery  powerfully  contribute  to  increase  the  mass  of 
commodities,  and  therefore  the  sum  of  enjoyments.^  As 
the  Tslae  of  all  foreign  goods  is  measured  by  the  quantity 
of  the  produce  of  our  land  and  labour,  which  is  given  in 
exchange  for  them,  we  should  have  no  greater  value,  if  by 
the  discovery  of  new  markets,  we  obtained  double  the  quan- 
tity of  foreign  goods  in  exchange  for  a  given  quantity  of 
ours.  If  by  the  purchase  of  English  goods  to  the  amount 
of  JB1,000,  a  merchant  can  obtain  a  quantity  of  foreign  goods, 
which  he  can  sell  iu  the  English  market  for  Xl,200,  he  will 
obtain  20  per  cent,  profit  by  such  an  employment  of  his 
capital ;  but  neither  his  gains,  nor  the  value  of  the  com- 
modities imported,  will  be  increased  or  diminished  by  the 
greater  or  smaller  quantity  of  foreign  goods  obtained. 
Whether,  for  example,  he  imports  twenty-five  or  fifty  pipes 
of  wine,  his  interest  can  be  no  way  affected,  if  at  one  time 
the  twenty-five  pipes,  and  at  another  the  fifty  pipes,  equally 
sell  for  XI, 200.  In  either  case  his  profit  will  be  limited  to 
Je200,  or  20  per  cent  on  his  capital ;  and  in  either  case  the 
same  value  will  be  imported  into  England.  If  the  fifty 
pipes  sold  for  more  than  JC1,200,  the  profits  of  this  indi- 
vidual merchant  would  exceed  the  general  rate  of  profits* 

■  (To  tally  ttadertiaDd  this  distinetioa,  of.  chapw  xx.] 
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and  capiUl  would  natonlly  flair  into  this 

trade,  till  the  fall  of  the  price  ot  wine  had  brought  mwmj 

thing  to  the  former  lereL 

It  haa  indeed  been  contended,  that  the  gnat  profits  whkh 
are  sometimea  made  by  particohur  merchanta  in  foragn 
trade,  will  elerate  the  general  rate  of  profits*  in  the  countvy, 
and  that  the  abstraction  of  capital  from  other  employments* 
to  partake  of  the  new  and  beneficial  fordgneommeroeb  will 
raise  prices  generally,  and  thereby  increase  profits.  It  has 
been  said,  by  high  authority,  that  less  capital  being  neoea- 
sarily  deroted  to  the  growth  ot  corn,  to  the  mannfaetnroof 
doth,  hats,  shoes,  etc,  while  the  demand  continues  the 
same,  the  price  of  these  commodities  will  be  so  increased* 
that  the  farmer,  hatter,  clothier,  and  shoemaker,  will  ha^e 
an  increase  of  profits,  as  well  as  the  foreign  merchant.' 

They  who  hold  this  argument  agree  with  me,  that  the 
profits  of  different  employments  hare  a  tendency  to  con- 
form to  one  another;  to  advance  and  recede  together.  Our 
variance  consists  in  this :  They  contend,  that  the  equality 
of  profits  will  be  brought  about  by  the  general  rise  of  pro- 
fits ;  and  I  am  of  opinion,  that  the  profits  of  the  favoured 
trade  will  speedily  subside  to  the  general  level. 

For,  first,  I  deny  that  less  capital  will  necessarily  be  de- 
voted to  the  growth  of  com,  to  the  manufacture  of  cloth, 
hats,  shoes,  etc.,  unless  the  demand  for  these  commodities 
be  diminished ;  and  if  so,  their  price  will  not  rise.  In  the 
purchase  of  foreign  commodities,  either  the  some,  a  larger* 
or  a  less  portion  of  the  produce  of  the  land  and  labour  of 
England  will  be  employed.  If  the  some  portion  be  so  em- 
ployed, then  will  the  same  demand  exist  for  cloth,  shoes, 
corn,  and  hats,  as  before,  and  the  same  portion  of  capital 
will  be  devoted  to  their  production.    If,  in  consequence  of 

*  [In  this  passage  and  those  which  follow  Rieardo  Is  using  the 
term  **  rate  of  profits"  in  the  technical  sense  of  a  proportion.  This 
will  be  seen  clearly  a  few  pages  further  on.] 

•  See  Adam  Smith,  book  i.,  chap.  ix.  [p.  99  a]. 
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Uie  price  of  foreign  commodities  being  cheaper,  a  less  por- 
taoo  o(  the  annual  produce  of  the  land  and  labour  of  England 
is  empkyed  in  the  purchase  of  foreign  commodities,  more 
will  remain  for  the  purchase  of  other  things.    If  there  be 
a  greater  demand  for  hats»  shoes,  com,  etc,  than  before, 
which  there  maj  be,  the  consumers  of  foreign  commo- 
dities haring  an  additional  portion  of  their  rerenue  dispos- 
able, the  capital  is  also  disposable  with  which  the  greater 
Talue  of  foreign  commodities  was  before  purchased ;  so  that 
with  the  increased  demand  for  com,  shoes,  etc.,  there  exists 
also  the  means  of  procuring  an  increased  supply,  and  there- 
fbce  neither  prices  nor  profits  can  permanently  rise.  If  more 
ef  the  produce  of  the  land  and  labour  of  England  be  em. 
ployed  in  the  purchase  of  foreign  commoditiesi  less  can  be 
employed  in  the  purchase  of  other  things,  and  therefore 
Cewer  hats,  shoes,  etc,  will  he  required.    At  the  same  time 
that  capital  is  liberated  from  the  production  of  shoes,  bats, 
etc^  more  must  be  employed  iu  manufacturing  those  com* 
moditaes  with  which  foreign  commodities  are  purchased ; 
and  oonsef/uently  in  all  cases  the  demand  for  foreign  and 
home  eommodities  together,  as  far  as  regards  ralue,   is 
limited  by  the  rerenue  and  capital  of  the  country.    If  one 
increases,  the  other  must  diminish.  If  the  quantity  of  wine, 
imported  in  exchange  for  the  same  quantity  of  English  com- 
modities, be  doubled,  the  people  of  England  can  either  con- 
sume double  the  quantity  of  wine  that  they  did  before,  or 
the  same  quantity  of  wine  and  a  greater  quantity  of  English 
eommodities.  If  my  rerenue  had  been  J£1,000,  with  which 
I  purchased  annually  one  pipe  of  wine  for  XI 00  and  a  cer- 
tain quantity  of  English  commodities  for  £900;  when  wine 
fell  to  X50  per  pipe,  I  might  lay  out  the  jC50  saved,  either 
in  the  purchase  of  an  additional  pipe  of  wine,  or  in  the  pur- 
dmse  of  more  English  commodities.  If  I  bought  more  wine, 
anderery  wine-drinker  did  the  same,  the  foreign  trade  would 
sot  be  in  the  least  disturbed ;  the  same  quantity  of  English 
eoaimoditaes  would  be  exported  in  exchange  f6r  wine,  and 
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wQ  sbould  receiT0  double  the  qu&utit/,  thougli  not  doable 
the  raluo  of  wine.  Bui  if  I,  aad  otiiers.  oontentad  our* 
mhes  with  the  tame  quatititj  of  wine  afl  before,  iewer 
Eagliih  eommodltiefl  would  be  €i[ ported,  and  the  wine* 
driakerg  might  either  cousame  the  commoditiefl  which 
were  before  eiported.  or  au^  others  for  which  thej  had  an 
iucUnatiou*  The  capital  required  for  their  productton 
would  be  supplied  b^  the  capital  UberiLted  from  the 
foreign  trade* 

There  are  two  ways  in  which  capital  may  be  accumu- 
mulated :  it  may  be  eared  either  in  consequence  of 
increased  revenue^  or  of  diminished  consumption.  If  my 
profite  ore  raised  from  jC  1*000  to  j£1.200,  while  my  expendi- 
ture continues  the  «amc,  I  a<^umulate  annually  J£200  more 
than  I  did  before.  If  I  save  jC200  out  of  my  eipenditure, 
while  my  proits  continue  the  same,  the  same  effect  will  be 
produced ;  JS200  per  annum  wiU  be  added  to  my  capitah 
The  merchant  who  im polled  wine  after  profits  had  been 
raised  from  20  |)er  cent,  to  40  per  cent»  instead  of  pur- 
chasing his  English  goods  for  JB 1, 000,  must  purchase  them 
for  JSB57  2i.  lOd*,  still  selling  the  wine  which  he  imports 
in  return  tor  those  goods  for  XI, 200;  or,  if  he  continued 
to  purchase  his  EngUsh  goods  for  XI, 000,  must  raise  the 
price  of  his  wine  to  jC1,400;  he  would  thus  obtain  40 
instead  of  20  per  cent,  profit  on  his  capital ;  but  if ,  in  can- 
sequence  of  the  cheapness  of  all  the  commodities  on  which 
his  rerenue  was  expended,  he  and  all  other  consumei-s 
could  save  the  value  of  X200  out  of  every  XI, 000  they 
before  expended,  they  would  more  effectually  add  to  the 
real  wealth  of  the  con u try  \  in  one  cs.se,  the  savings  would 
be  made  in  consequence  of  an  increase  of  revenue,  m  the 
other,  in  consequence  of  dimimshed  expenditure* 

If,  by  the  introduction  of  machinery,  the  generality  of 
the  commodities  on  which  revenue  wa^  expended  fell  20 
per  cent^  in  value,  I  should  be  enabled  to  save  as  effectu- 
i ,  ally  a8  If  my  revenue  had  been  raised  20  per  cent, ;  but  in 
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ofie  cue  tlie  rmte  of  profits  is  stationary,  in  the  other  it  is 
imased  90  per  cent— If,  by  the  introduction  of  cheap 
foreign  goods,  I  cun  sa^e  20  per  cent  from  my  expenditure, 
tlie  effect  will  be  precisely  the  same  as  if  machinery  had 
lowered  the  eipense  of  their  production,  but  profits  would 
not  be  raised. 

It  is  not,  therefore,  in  consequence  of  the  extension  of 
the  market  that  the  rate  of  profit  is  raised,  although  such 
extension  may  be  equally  eflScadous  in  increasing  the  mass 
of  commodities,  and  may  thereby  enable  us  to  augment  / 
the  funds  destined  for  the  maintenance  of  labour,  and  the/ 
materisls  on  which  labour  may  be  employed.    It  is  quite  \ 
mm  important  to  the  happiness  of  mankind,  that  our  enjoy- 
ments should  be  increased  by  the  better  distribution  of 
labour,  by  each  country  producing  those  commodities  for 
which  by  its  situation,  its  climate,  and  its  other  natural  or 
artificial  adrantages,  it  is  adapted,  and  by  their  exchang* 
ing  them  for  the  commodities  of  other  countries,  as  that 
they  should  be  augmented  by  a  rise  in  the  rate  of  profits. 

It  has  been  my  endeavour  to  show  throughout  this  work, 
that  the  rate  of  profits  can  never  be  increased  but  by  a  fall . 
in  wages,  and  that  there  can  be  no  permanent  fall  of  wages 
but  in  consequence  of  a  fall  of  the  necessaries  on  which 
wages  are  expended.  If,  therefore,  by  the  extension  of 
foreign  trade,  or  by  improvements  in  machinery,  the  food 
and  necessaries  of  the  labourer  can  be  brought  to  market 
at  a  reduced  price,  profits  will  rise.  If,  instead  of  growing 
oar  own  com,  or  manufacturing  the  clothing  and  other 
necessaries  of  the  labourer,  we  discover  a  new  market  from 
which  we  can  supply  ourselves  with  these  commodities  at  a 
cheaper  price,'  wages  will  fall  and  profits  rise ;  but  if  the 
commodities  obtained  at  a  cheaper  rate,  by  the  extension 
of  foreign  commerce,  or  by  the  improvement  of  machinery, 
be  eidiiaiTely  the  commodities  consumed  by  the  rich*  no 

*  [ic  at  a  saallsr  expenditare  of  labour,  etc] 
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&Itenuioa  will  take  phee  in  Uie  nte  ot  prafli.  The  wUm 
of  wmges  would  wA  bt  affeeted,  akhoag^  wine^  ¥gliqt% 
■ilks,  aod  oUier  eipenave  coBBoditiM  ikNild  &tt  50  per 
eent^  and  oooaeqiiaiiUy  pfoiiU  would  contiBae  mudtcnd. 
^  Foragn  tfBde.  tlMn,  thoogli  higUy  hendirMj  to  a 
coontrj,  as  it  increaaea  the  amomt  and  Tarie^  of  the 
objects  on  wbidi  leroiiM  may  be  expendedt  and  affoffda» 
b J  the  ahundaiioe  and  dieapneaa  of  oominoditiea,  incentifoa 
to  saring,  and  to  the  accomnlarion  o(  capital,  has  no  ten* 
deucj  to  raise  the  profits  of  stock,  unless  the  commoditiee 
imported  be  of  thai  description  on  which  the  wagea  of 
labour  are  expended. 

The  remarks  which  hare  been  made  respecting  foreign 
trade,  apply  equallj  to  home  trade.  The  rate  of  profits  is 
never  increased  bj  a  better  distribution  of  labour,  by  the 
ioTention  of  machinery,  by  the  establishment  of  roads  and 
canals,  or  by  any  means  of  abridging  labour  either  in  the 
manufacture  or  in  the  conveyance  of  goods.  These  are 
causes  which  operate  on  price,  and  never  hjl  to  be  highly 
beneficial  to  consumers ;  since  they  enable  them  with  the 
same  labour,  or  with  the  value  of  the  produce  of  the  same 
labour,  to  obtain  in  exchange  a  greater  quantity  of  the 
commodity  to  which  the  improvement  is  applied ;  but  they 
have  no  effect  whatever  on  profit.  On  the  other  hand, 
every  diminution  in  the  wages  of  labour  raises  profits,  but 
produces  no  effect  on  the  price  of  commodities.  One  is 
advantageous  to  all  classes,  for  all  classes  are  consumers ; 
the  other  is  beneficial  only  to  producers ;  they  gain  more, 
but  every  thing  remains  at  its  former  price.  In  the  first 
case  they  get  the  same  as  before ;  but  every  t]^g  on  which 
their  gains  are  expended,  is  diminished  in  exchangeable 
value. 

§  47.  The  same  rule  which  regulates  the  relative  Talue 
jofoommodities  in  one  country,  does  not  regulate  the  rela- 
tive value  of  the  commodities  exchanged  between  two  or 

more  countries. 

I 
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Under  Ik  qriltm  of  perfeeUj  free  omnnMroSt  6fteb  00^ 
aetofally  derolee  ite  e^tel  mad  kbaar  to  eneh  empkj* 
MiBliaeMOiBOoibenefidaltoeaelL  Tliiepiireiutof  indi* 
Tidnftl  adtiiitege  is  admiraUy  connected  with  UieuiiiTenal 
good  of  tke  whole.  Bjy  ethnnlethig  indnetry,  by  rewurding 
ingennity,  mad  hj  nnng  moot  oiBcncionaly  the  pecnliii 
powert  beetowed  hj  nntare»  it  distributee  hboor  moot 
effectavelj  and  moot  economiceUy:  whiles  by  increecing 
the  genenl  mnee  of  prodnctione,  it  diilnaee  genenl  benefit, 
and  binds  together  bj  one  common  tie  of  interest  mad 
inlereonrse^  the  nnirerssl  eodety  of  nations  thronghont  the 
ciriibed  world.  It  is  this  principle  which  determines  that « 
wine  shall  be  made  in  France  and  Fmrtngal,  that  com 
shall  be  grown  in  America  and  Poland,  and  that  hardware 
and  other  goods  shall  be  manufactured  in  England. 

In  one  and  the  same  country,  profits  are,  generally 
speaking,  always  on  the  same  level ;  or  differ  only  as  the 
employment  of  capital  may  be  more  or  less  secure  and 
agreeable.  It  is  not  so  between  different  countries.  If 
the  profits  of  capital  employed  in  Yorkshire,  should  exceed 
thoee  of  capital  employed  in  London,  capital  would  speedily 
more  from  London  to  Yorkshire,  and  an  equality  of  profits 
would  be  effected;*  but  if  in  consequence  of  the  diminished 
rate  of  production  in  the  lands  of  England*  from  the 
increaee  of  capital  and  population,  wages  should  rise,  and 
profits  fall*  it  would  not  follow  that  capital  and  popula- 
tion would,  necessarily  more  from  England  to  Holland,  or 
Spain,  or  Bnssia*  where  profits  might  be  higher. 

*  [TUi  BO  doebi  U  mnek  more  trso  of  the  preteni  Ihsa  of 
Bicaide't  tisM.  "Tbert  bsn  been  no  period  in  indnstrisl  history 
«rhsa  szlSBiiTe  and  rapid  Iransfers  of  cspitsl  end  credit  lirom 
sae  nattoB  to  saolher  eosld  be  performed  to  esidl y  snd  to  quiekly 
M  in  the  prment  dsy."— Newnsui  SpsUsrt,  **  Uebeniehlsa  div— 
Wsltwirtheehafl,"  ie87,p.  4.  Cf.  Bssehot,  «« PMolatoe of  BsgL 
PMitieal  Esenesqr,"  ppw  100-114 1  Oeschsm  '  ~ 
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If  Portogml  luid  no  oommeraftl  conneetioii  with  otlMr 
countries,  imtmd  of  emplojing  a  great  part  of  her  o^ital 
and  induttry  in  the  prodnction  of  winee.  with  whidi  ahe 
purchases  for  her  own  on  the  doth  and  hardware  of  other 
countries,  she  would  be  obliged  to  doTote  a  part  of  that 
cai>ital  to  the  manofactare  of  those  commodities*  whidi  she  . 
would  thus  obtain  piobaUj  inferior  in  quality  as  well  aa 
quantitj. 

The  quantity  of  wine  which  she  diaU  gi^e  in  eiehange 
for  the  cloth  o^  England,  is  not  determined  bj  the  respee* 
tire  quantities  of  labour  deroted  to  the  production  of  each. 
as  it  would  be.  if  both  commodities  were  manufactured  in 
England*  or  both  in  PortugaL 

England  may  be  lo  circumstanced,  that  to  produce  tho 

cloth  maj  require  the  labour  of  100  men  for  one  jrear;^ 

.  /  and  if  she  attempted  to  make  the  wine,  it  might  require 

the  labour  of  120  men  for  the  same  time.     England  would 

therefore  find  it  her  interest  to  import  wine,  and  to  pur- 

^chase  it  bj  the  exportation  of  cloth. 

;^    To  produce  the  wine  in  Portugal,  might  require  onlj 
t  the  labour  of  80  men  for  one  year,  and  to  produce  the  - 
/  cloth  in  the  same  country,  might  require  the  labour  of  90 
'^.  men  for  the  same  time,  tit  would   therefore  be  advan- 
H  tageous  for  her  to  export  wino  in  exchange  for  doth^  This 
>  exchange  might  eren  take  place,  notwithstanding  that  the 
^commodity  imported  by  Portugal  could  be  produced  there 
with  less  labour  than  in  England.  ^Though   she  could 
^   make  the  cloth  with  the  labour  of  90  men,  she  would 
'  import  it  from  a  country  where  it  required  the  labour  of 
100  men  to  produce  it,  because  it  would  be  advantageous  * 
to  her  rather  to  employ  her  capital  in  the  production  of 
wine,  for  which  she  would  obtain  more  cloth  from  Eng- 
land, than  she  could  produce  by  direrting  a  portion  of  her 
capital  from  the  cultivation  of  vines  to  the  manufacture  of 
dothj 
Thus  England  woidd  give  the  produce  of  the  labour  of 


} 
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100  men,  for  the  produce  of  the  labour  of  80.  Such  an 
exdiange  could  not  take  place  between  the  indiyiduals  of 
the  Mune  country.  The  labour  of  100  Englishmen  cannot 
be  giren  for  that  of  80  Englishmen,  but  the  produce  of 
the  labour  of  100  Englishmen  may  be  giren  for  the  pro- 
duce of  the  labour  of  80  Portuguese*  60  Russians,  or  120 
East  Indians.  The  difference  in  this  respect,  between  a 
single  country  and  many,  is  easily  accounted  for,  by  con- 
sidering the  difficulty  with  which  capital  moves  from  one 
country  to  another,  to  seek  a  more  profitable  employment, 
and  the  actiyity  with  which  it  inyariably  passes  from  one 
proTince  to  another  in  the  same  country.^ 

It  would  undoubtedly  be  adrantageous  to  the  capitalists 
of  England,  and  to  the  consumers  in  both  countries,  that 
under  such  drcumstauces,  the  wine  and  the  cloth  should 
both  be  made  in  Portugal,  and  therefore  that  the  capital  and 
labour  of  England  employed  in  making  cloth,  should  be 
remored  to  Portugal  for  that  purpose.  In  that  case,  the 
relatiTe  ralue  of  these  commodities  would  be  regulated 

'  It  will  appear  then,  that  a  country  poiweming  ver>' conHiderable 
ad%*antAget  in  machinery  and  nkill,  and  which  may  therefore  be 
enabled  to  mannfacture  commodities  ^nth  mucli  \&m  lalwur  than 
her  neighboum,  may,  in  return  for  hucIi  conimoditicH,  import  a  por- 
tion of  the  com  required  for  itA  consumption,  even  if  itA  land  were 
more  fertile,  and  com  coultl  be  ^^wn  with  lem  labour  than  in  the 
eonntry  from  which  it  was  imported.  Two  men  can  both  make 
•hoes  and  hats,  and  one  is  superior  to  the  other  in  both  employ- 
ments ;  hot  in  making  hatM,  he  can  only  exceed  his  competitor  by 
ooe-fifth  or  20  per  cent.,  and  in  making  shoes  he  can  excel  him  by 
ooe-ihinl  or  33  per  cent.  ;— will  it  not  be  for  the  interest  of  both, 
that  the  superior  man  should  employ  himself  exclusively  in  making 
•hoes,  and  tlie  inferior  man  in  making  hats  ? 

(Professor  Bastable*s  criticism  on  this  passage  is  of  much  ralue 
('*  Theory  of  International  Trade,'*  pp.  U,  16),  but  I  would  point 
oat  that  even  he,  in  speaking  (1.  20)  of  one  man  as  being  "  more 
expert  in  producing  shoes  than  hats,**  forgets  that  he  is  comparing 
him  with  producers  in  general  and  not  with  the  man  who  is  the 
ether  party  to  the  exchange.] 
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bv  the  so.aie  principle,  £J  if  one  ver^  Ui^  produce  of  York- 
shire, ajid  the  other  of  Loadoti ;  axui  m  ercij  otKer  c»«e,  if 
capital  finedj  flowed  towmrd«  iham  eountnai  wher%  it 
coald  be  most  ptoftlablj  empb/ed^  tiiere  coold  be  so 
difference  in  tlie  imie  of  profit,  uid  ao  otber  dilFcreDoe  in 
the  real  or  labour  priee  of  eomiooditie«,  tbiui  the  additioiial 
quantity  of  labour  req[ijijied  to  ouorer  them  to  the  Ymrioua 
markets  where  thflj  wei«  to  be  sold, 
fllxperience,  bomrer,  thows^  that  the  lauded  or  real 
insecoritj  of  ca{»tal»  when  not  under  the  immediate 
control  of  its  owner,  together  witJi  the  natural  diiincUoa' 
tion  which  erery  man  bma  to  quU  the  country  of  hii  binb 
and  connections*  and  entrust  himsdf,  with  all  his  habit« 
fixed,  to  a  strange  goremm«nt  and  new  laws,  check  tim 
emigration  of  ci^itaL'  These  feelings,  which  I  should^bg 
sorry  to  seewgy^fiSfidf  mduce  oiotit  men  of  property  to  be 
ntisfied  witi^  a  low  rate  of  profits  in  their  own  country, 
rather  than  seek  a  more  adrautageous  employment  for 
their  wealth  in  foreign  nation^ 

§  48.  Oold  and  silver  having  been  chosen  for  the 
general  medium  of  circulation,  they  ai^,  by  the  competi* 
tion  of  commerce,  distributed  in  such  proportions  amongst 
the  different  countries  of  the  world,  as  to  accomn^odata 
themselres  to  the  natural  tralEc  which  would  take  place  if 
no  such  metals  existed*  and  the  tmde  between  countries 
were  purely  a  trade  of  barter. 

Thus,  cloth  cannot  be  imported  into  Portugal,  unless  it 
sell  there  for  more  gold  than  it  cost  in  the  country  frt>ni 
which  it  was  imported ;  and  wine  cannot  be  imported  into 
England,  unless  it  will  sell  for  more  there  than  it  coat  in 

*  [BasUble,  "Theory  of  Iiit.Trsae/'  chap,  i,^  LnQfrhlin's  ''Mill,** 
p.  379.  It  is  probable  tliat  the  cUicf  obi^tacle  to  Bueli  nutation  of 
capital  is  the  insecurity,  whether  re&t  ttT  fancie^l,  of  foreign  invest' 
meats.  Such  an  inseenrit/  exists,  but  the  extent  to  wluch  it  is 
realised  varies  very  mneht  beine^  felt  uinch  lets  now  than  in 
Bkardo's  time.] 
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FcNrtagd.  If  tbe  tnde  were  purdj  a  trade  of  barter,  it 
could  onlj  eontinue  whilst  England  could  make  cloth  bo 
dieap  as  to  obtain  a  greater  quantity  of  wine  with  a  giren 
quantity  of  labour,  bj  manufacturing  doth  than  bj  grow- 
ing  Tinas ;  and  alao  whilst  the  industry  of  Portugal  were 
attended  bj  tbe  rererse  effects.  Now  suppose  England  to 
discorer  a  process  for  making  wine»  so  that  it  should  be« 
coma  her  interest  rather  to  grow  it  than  import  it;  she 
would  naturally  dirert  a  portion  of  her  capital  from  the 
foreign  trade  to  tbe  home  trade;  she  would  cease  to 
niannfartnre  doth  for  exportation,  and  would  gprow  wine 
for  herself.  The  money  price  of  these  commodities  would 
be  regulated  accordingly  ;  wine  would  fall  here  while  cloth 
continued  at  its  former  price,  and  in  Portugal  no  altera- 
tion would  take  place  in  the  price  of  either  commodity. 
Cloth  would  continue  for  some  time  to  be  exported  from 
this  country,  because  its  price  would  continue  to  be  higher 
in  Portugal  than  here ;  but  money  instead  of  wine  would 
be  giren  in  exchange  for  it,  till  the  accumulation  of  money 
here,  and  its  diminution  abroad,  should  so  operate  on  the 
relatiye  ralue  of  cloth  in  the  two  countries,  that  it  would 
cease  to  be  profitable  to  export  it.  If  the  improTement  in 
making  wine  were  of  a  rery  important  description,  it 
might  become  profitable  for  the  two  countries  to  exchange 
employments;  for  England  to  make  all  the  wine,  and 
Portugal  all  the  cloth  consumed  by  them  ;  but  this  could 
be  effected  only  by  a  new  distribution  of  the  predous 
metals,  which  should  raise  the  price  of  cloth  in  England, 
and  lower  it  in  Portugal.  The  relative  price  of  wine 
would  fall  in  England  in  consequence  of  the  real  ad- 
vantage from  the  improvement  of  its  manufacture ;  that 
is  to  say,  its  natural  price  would  fall ;  the  relative  price  of 
cloth  would  rise  there  from  the  accumulation  of  money. 

Thus,  suppose  before  the  improvement  in  making  wine 
in  England,  the  price  of  wine  here  were  £50  per  pipe,  and 
the  price  of  a  certain  quantity  of  doth  were  X45,  whilst  in 


Forta^  the  pdoe  of  the  i&oid  quaatitj  of  wia#  wmm  ^45» 
and  UiM^  of  the  same  qu&nCitj  of  cioLh  ^0^  wme  vtrald 
he  exported  from  Fortu^  with  a  pro&l  of  j£5  and  cloth 
fxom  EogUnd  with  a  profit  of  the  m^Xi^  aioctmt. 

§  49,  Supi^se  thai,  after  the  improrement,  wine  falls 
to  JE45  io  I3^*yi«»^  the  doth  cozitmuiikg  at  the  s&m^ 
price.  Erefy  tTtHMrtirn  iti  comoierce  is  an  iadepeodect 
traofiactioii.  Wbllat  a  merchant  cao  buj  doth  in  Eoglaod 
for  ^&4S  and  iell  it  with  the  aaual  profit  in  ForttigaJ,  he 
will  continue  to  eiport  it  from  England.  His  huainesa  i« 
limplj  to  purchase  EngliBh  cloth,  and  to  pajr  for  it  hj  a 
bill  of  exchange,  whidi  he  purchaaes  with  Portuguese 
money.  It  k  to  him  of  no  importance  what  beoomea  of 
thiji  money  t  he  has  discharged  hia  debt  by  the  remittance 
of  the  bilL  His  trausaction  is  undoubtedly  regulated  by 
the  terms  on  which  he  can  obtain  thii  bill,  but  they  are 
known  to  him  at  the  time;  and  the  causes  which  may 
influence  the  market  price  of  billsi  or  the  rate  of  exchange, 
ii  no  consideration  of  his. 

If  the  markets  befaTourahlo  for  the  exportation  of  wine 
from  Forty eral  to  England,  the  exporter  of  the  wine  will 
be  a  seller  of  a  bill,  which  will  be  purchased  either  by  the 
importer  of  the  cloth,  or  by  the  person  who  sold  bitn  hia 
bill;  and  thus  without  the  necessity  of  money  paasmg 
from  either  country,  the  exporters  in  each  country  will  be 
paid  for  their  goods.  Without  haTing  any  direct  transact 
tion  with  each  other,  the  money  paid  in  Portugal  by  the 
importer  of  cloth  will  be  paid  to  the  Portuguese  exporter 
of  wine ;  and  in  England  by  the  negotiation  of  the  same 
bUl,  the  exporter  of  the  cloth  will  be  authorised  to  receave 
its  value  from  the  importer  of  wine* 

But  if  the  prices  of  wi^e  were  such  that  no  wine  could 
bo  exported  to  England,  the  importer  of  cloth  would 
equally  purchase  a  bill ;  but  the  price  of  that  bill  wooUd 
he  higherj  from  the  knowledge  which  the  seller  of  it 
would  possess,  that  there  was  no  counter  bill  in  the  market 
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bj  which  ha  eoold  ultiiiiatelj  settle  the  transactions  be- 
tween the  two  countries ;  he  might  know  that  the  gold  or 
■Qrer  monejr  which  he  receiTed  in  exchange  for  his  bill, 
must  be  actaally  exported  to  his  correspondent  in  England, 
to  enable  him  to  paj  the  demand  which  he  had  authorised 
to  be  made  npon  hiin«  and  he  might  therefore  charge  in  the 
price  of  his  bill  all  the  expenses  to  be  incurred,  together 
with  his  fsir  and  usual  profit. 

If  then  this  premium  for  a  bill  on  England  should  be  ^ 
equal  to  the  profit  on  importing  doth,  the  importation 
would  of  course  cease ;  but  if  the  premium  on  the  bin 
were  only  2  per  cent.,  if  to  be  enabled  to  paj  a  debt  in 
England  of  £100,  Jei02  should  be  paid  in  Portugal,  whilst 
doth  which  cost  JUS  would  sell  for  £50,  doth  would  be 
imported,  bills  would  be  bought,  and  monejr  would  be 
exported,  till  the  diminution  of  money  in  Portugal,  and 
its  accumulation  in  England,  had  produced  such  a  state 
of  prices  as  would  make  it  no  longer  profitable  to  continue 
these  transactions. 

But  the  diminution  of  money  in  one  country,  and  its 
increase  in  another,  do  not  operate  on  the  price  of  one 
conunodity  only,  but  on  the  prices  of  all,  and  therefore  the 
price  of  wine  and  cloth  wiU  be  both  raised  in  England, 
and  both  lowered  in  Portugal.  The  price  of  doth,  from 
being  j£45  in  one  country  and  jC50  in  the  other,  would 
probably  fall  to  JU9  or  X48  in  Portugal,  and  rise  to  £4S 
or  £i7  in  England,  and  not  afford  a  sufficient  profit  after 
paying  a  premium  for  a  bill  to  induce  any  merchant  to 
import  that  commodity. 

It  is  thus  that  the  money  of  each  country  is  apportioned 
to  it  in  such  quantities  only  as  may  be  necessary  to  regu- 
late a  profitable  trade  of  barter.  England  exported  doth 
in  exchange  for  wine,  because,  by  so  doing,  her  industry 
was  rendered  more  productive  to  her ;  she  had  more  doth 
and  wine  than  if  she  had  manufactured  both  for  herself ; 
aad  Portugal  imported  doth  and  exported  wine,  becauea 
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Ibe  tsdttslTj  oi  PorlQgftl  could  be  more  ben^dillj  em* 
pfejrd  f^r  botb  oouBtrias  m  produdmg  wise. 

§  SO.  Let  tkere  b«  moi«  di&cuhj  in  England  in  pro- 
dudng  cloth,  or  in  Portugal  in  produdtig  vine,  or  let 
there  be  mor&  f&dlitj  in  England  in  produdng  wine^  or 
in  Portu^l  in  produdng  doth,  ftnd  the  trade  must  im- 
mediately ceaae. 

No  change  whatever  takes  place  in  tiie  circnmstanoea  of 
Portugal ;  but  England  Ends  that  she  can  emploj  ber 
labour  more  product! rely  in  the  manufacture  of  wine,  and 
infltantly  the  trade  of  Imrter  betweeu  the  two  countries 
changes.  Kot  only  is  the  exportation  of  wine  from 
Portugal  stopped^  but  a  new  distribution  of  the  precious 
meAjniM  taket  place,  and  her  importation  of  doth  is  &lao 
prevented. 

Both  countries  would  probablj  find  it  their  interest  to 
make  their  own  wine  and  their  own  doth;  but  this 
singular  result  would  take  place :  in  England*  though  wine 
would  be  cheaper,  doth  would  be  elevated  in  price*  move 
would  be  paid  for  it  bj  the  consumer ;  while  in  Portugal 
the  consumers,  both  of  cloth  and  of  wine,  would  be  able 
to  purchase  those  commodities  cheaper.  In  the  countiy 
where  the  improvement  was  made,  prices  would  be  en* 
hanced;  in  that  where  no  change  had  taken  plaoe*  but 
where  thej  had  been  deprived  of  a  profitable  branch  of 
foreign  trade,  prices  would  fall.^ 

'  [The  change  described  will  be  brought  about  in  some  such  way 
an  Uiifl :  England  will  cease  to  import  wine,  since  by  assumplkMi 
slie  can  prodnce  it  more  cheaply.  On  the  other  hand,  Portngal 
will  continue  to  import  cloth,  and,  an  Ricardo  suggests  in  the  fore- 
going paragraph,  must  pay  lor  it  by  bills  to  meet  whidi  specie 
must  be  sent  to  England.  Gradually  the  quantity  of  moiiqr  in 
England  increases  and  that  in  Portugal  falls,  till  at  len^^  the 
price  of  doth  in  England  is  such  and  in  Portugal  such  that  it  is  no 
longer  cheaper  for  the  latter  country  to  import.  Thus  in  Engl&ad 
a  rise  in  general  prices  will  be  bronght  about  hythe  incrsaAs  of  the 
stock  of  money  in  that  oountry.] 
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Tliis,  hofwerer,  is  <ml7  » teeming  adrantage  to  Portugal, 
for  tbe  quantity  of  doth  and  wine  together  produced  in 
that  eountrj  would  be  diminished,  while  the  quantity 
produced  in  England  would  be  increased.  Money  would 
in  some  degree  haye  changed  its  Talue  in  the  two 
countries;  it  would  be  lowered  in  England  and  raised  in 
Portugal  Estimated  in  money,  the  whole  rerenue  of 
Portugal  would  be  diminished;  estimated  in  the  same 
the  whole  rerenue  of  England  would  be  in- 


Thus  then  it  ^>pears,  that  the  improrement  of  a  manu- 
facture in  any  country  tends  to  alter  the  distribution  of 
the  precious  metals  amongst  the  nations  of  the  world :  it 
tends  to  increase  the  quantity  of  commodities,  at  the  same 
time  that  it  raises  general  prices  in  the  country  where  the 
improrement  takes  place. 

§  51.  To  simplify  the  question,  I  have  been  supposing 
the  trade  between  two  countries  to  be  confined  to  two 
eommodities — to  wine  and  cloth ;  but  it  is  well  known 
that  many  and  rarious  articles  enter  into  the  list  of 
exports  and  imports.  By  the  abstraction  of  money  from 
one  country,  and  the  accumulation  of  it  in  another,  all 
commodities  are  affected  in  price,  and  consequently  en- 
couragement is  given  to  the  exportation  of  many  more 
conunodities  besides  money,  which  will  therefore  prevent 
so  great  an  effect  from  taking  place  on  the  value  of  money 
in  the  two  countries  as  might  otherwise  be  expected. 

Beside  the  improvements  in  arts  and  machinery,  there 
mn  various  other  causes  which  are  constantly  operating  on 
the  natural  course  of  trade,  and  which  interfere  with  the 
equilibrium,  and  the  relative  value  of  money.  Bounties 
on  exportation  or  importation,  new  taxes  on  commodities, 
sometimes  by  their  direct,  and  at  other  times  by  their 
indirect  operation,  disturb  the  natural  trade  of  barter,  and 
produce  a  consequent  necessity  of  importing  or  exporting 
f,  in  order  that  prices  may  be  accommodated  to  the 


Etatiuml  coTine  of  commeroe ;  and  thia  e€eet  is  produced 
not  oal/  in  the  country  where  the  disturbiBg  cauB6  takes 
place,  but,  in  a  greater  or  less  degree,  in  eveij  countiy  of 
the  commercial  world. 

This  wiU  in  some  measure  account  for  the  different  Yaltie 
of  moDey  in  difF^rent  countries  ;  it  will  explain  to  us  vhy 
the  prices  of  home  commodities^  and  those  of  great  bulk, 
though  of  comparatiTel/  email  ^ue,  are^  independentlj  of 
other  causes,  higher  in  thoae  countries  where  manufactures 
flourish.  Of  two  countries  having  precisely  the  same 
population,  aod  the  same  quantity  of  latid  of  equal 
fertility  in  cultivation,  with  the  same  knowledge  too  of 
agriculture,  the  prices  of  raw  produce  will  be  highest  in 
that  where  the  ^eater  skill,  and  the  better  machinery  is 
used  in  the  manufacture  of  exportable  commodities.  The 
rate  of  profits  will  probably  differ  but  little ;  for  wages, 
I  or  the  real  reward  of  the  labourer^  may  be  the  tame  in 
[\  both ;  but  those  wages,  as  well  as  raw  produce*  will  be 
rated  higher  in  money  in  that  countxy*  into  which,  from 
the  advantages  attending  their  skill  and  machinery,  an 
abundance  of  money  is  imported  in  exchange  for  their  goods. 

Of  these  two  countries,  if  one  had  the  advantage  in  the 
manufacture  of  goods  of  one  quality,  and  the  other  in  the 
manufacture  of  goods  of  another  quality,  there  would  be 
no  decided  influx  of  the  precious  metals  into  either ;  but 
if  the  advantage  vexy  heavily  preponderated  in  favour  of 
either,  that  effect  would  be  inevitable. 

In  the  former  part  of  this  work,  we  have  assumed,  for 
the  purpose  of  argument,  that  money  always  continued  of 
the  same  value;  we  are  now  endeavouring  to  show  that 
besides  the  ordinary  variations  in  the  value  of  money,  and 
those  which  are  common  jbo  the  whole  commercial  world, 
there  are  also  partial  variations  to  which  money  is  subject 
in  particular  countries ;   and  to '  fact,  that  the  value  of 

^  [tin.  McCullooh's  emendation  *' to  th4  fact"  seems  wholly 
uiwarrantable.] 
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monqr  i*  never  the  lame  in  any  two  countries,  depending 
M  it  doee  on  reUtire  taxation,  on  manufactaring  skill,  on 
the  adTantages  of  climate,  natural  productions,  and  many 
other  causes. 

§  52.  Although,  however,  money  is  subject  to  such  per- 
petual variations,  and  consequently  the  prices  of  the  com« 
modities  which  are  common  to  most  countries,  are  also  sub- 
ject to  eonsidefmble  difference,  jet  no  effect  will  be  produced 
<m  the  rate  of  profits,  either  from  the  influx  or  efflux  of 
mooej.  Capital  will  not  be  increased,  because  the  circu- 
lating  medium  is  augmented.  If  the  rent  paid  bj  the  farmer 
to  his  landlord,  and  the  wages  to  his  labourers,  be  20  per 
cent,  higher  in  one  country  than  another,  and  if  at  the  same 
time  the  nominal  value  of  the  farmer's  capital  be  20  per 
cent  more,  he  will  receive  precisely  the  same  rate  of  profits, 
although  he  should  sell  his  raw  produce  20  per  cent, 
higher. 

ProfiUt  it  cannot  be  too  often  repeated,  depend  on  toages ;  I 
not  on  nominal,  but  real  tcagee ;  not  on  the  number  of  pounds 
thai  majf  be  annually  paid  to  the  labourer,  btit  on  the  number 
of  days'  work,  necessary  to  obtain  those  pounds,*  Wages  may 
therefore  be  precisely  the  same  in  two  countries ;  they  may 
bear  too  the  same  proportion  to  rent,  and  to  the  whole  pro« 
duce  obtained  from  the  land,  although  in  one  of  those  coun- 
tries the  labourer  should  receive  ten  shillings  per  week,  and 
a  the  other  twelve. 

In  the  early  stages  of  society,  when  manufactures  have 
made  little  progress,  and  the  produce  of  all  countries  is 
nearly  similar,  consisting  of  the  bulky  and  most  useful  com* 
aM>dities,  the  value  of  money  in  different  countries  will  be 
chiefly  regulated  by  their  distance  from  the  mines  which 
supply  the  preaous  metals ;  but  as  the  arts  and  improve- 

'  [Editor't  tulift.  Thia  is  one  of  the  most  conciM  ttatements  ol 
Ihs  rtUlioM  between  profits  and  wages  in  the  tnlUn  work.    CL 
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ments  of  aocietj  advance,  and  di^ereBt  nationt  excel  ia 
particular  mantilactiir^fl,  although  diatauce  will  still  enter 
into  tbe  c&kulatioD,  the  value  of  the  |>r€cioa&  met&la  will 
be  chie6jr  regulated  bj  the  iupenoritj  of  those  manufiao 
tures. 

Suppose  all  nationB  to  produce  com,  cattle,  and  coarse 
dothiiig  onlj,  and  that  it  waa  b^*  the  exportation  of  such 
commodities  that  gold  could  be  obtained  from  the  coun- 
tries which  produced  them,  or  from  those  who  held  them 
in  subjection ;  gold  would  naturallj  be  of  greater  exchange-^ 
able  v&lue  in  Poland  than  in  England,  on  accoimt  of  the 
greater  ei  pen se  of  sending  such  a  bulky  commoditj  as  com 
the  more  distant  vojage,  and  also  the  greater  expense  attend- 
ing the  coiiveving  of  gold  to  Poland; 

This  difference  in  the  value  of  gold,  or  which  is  the  tame 
thing,  this  difference  in  the  price  of  com  in  the  two  ooun« 
tries,  would  exist,  although  tlie  facilities  of  producing  com 
in  England  should  far  exceed  those  of  Poland,  from  the 
greater  fertility  of  the  land,  and  the  superiority  in  the  akill 
and  implements  of  the  labourer. 

If  however  Poland  should  be  the  first  to  improre  her 
manufactures,  if  she  should  nucceed  in  making  a  com» 
modity  which  was  generally  desirable,  including  gpreat  valne 
i^JillkiUiUc;  or  if  she  should  be  exclusively  blessed  with 
some  natural  production,  generally  desirable,  and  not  pos- 
sessed by  other  countries,  she  would  obtain  an  additional 
quantity  of  gold  in  exchange  for  this  commodity,  which 
would  operate  on  the  price  of  her  com,  cattle,  and  coarse 
clothing.  The  disadvantage  of  distance  would  probably  be 
more  than  compensatea  oy  tneiKi vantage  of  having  an  ex- 
portable commodity  of  great  value,  and  money  would  be 
permanently  of  lower  value  in  Poland  than  in  England* 
If,  on  the  contrary,  the  advantage  of  skill  and  machinery 
were  possessed  by  England,  another  reason  would  be  added 
to  that  which  before  existed,  why  gold  should  be  less  valu- 
able in  England  than  in  Poland,  and  why  com,  cattle*  and 
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dottiiiig^   should  be   ftt  ft  higher  price   in  the   former 
eoantij. 

llieee  ^  I  beUere  to  be  the  only  two  cftoaes  which  regu- 
Iftie  the  compftrfttiTe  Talue  of  money  in  the  different  coun- 
tries of  the  world ;  for  ftlthough  tftxfttion  occftsions  ft  dis- 
turfaftnce  of  the  equilibrium  of  money,  it  does  so  by  depriving 
the  country  in  which  it  is  imposed  of  some  of  the  ftdyftntftges 
ittending  skill,  industry,  and  climate. 
*  It  has  been  my  endeaTour  carefully  to  distinguish  between 
s  low  Talue  of  money,  and  a  high  value  of  com,  or  any  other 
commodity  with  which  money  may  be  compared.  These 
hare  been  generally  considered  as  meaning  the  same  thing ; 
bat  it  is  evident,  tliftt  when  com  rises  from  five  to  ten  shil- 
lings ft  bushel,  it  may  be  owing  either  to  a  fall  in  the  value 
of  money,  or  to  a  rise  in  the  value  of  com.  Thus  we  have 
wen,  that  from  the  necessity  of  having  recourse  successively 
to  land  of  a  worse  and  worse  quality,  in  order  to  feed  an 
increasing  population,  com  must  rise  in  relative  value  to 
other  things.  If  therefore  money  continue  permanently  of 
the  same  value,  com  will  exchange  for  more  of  such  money, 
that  is  to  say,  it  will  rise  in  price.  The  same  rise  in  the 
price  of  com  will  be  produced  by  such  improvement  of 
machinery  in  manufactures,  as  shall  enable  us  to  manufac- 
ture commodities  with  peculiar  advantages :  for  the  influx 
of  money  will  be  the  consequence ;  it  will  fall  in  value,  and 
therefore  exchange  for  less  corn.  But  the  effects  resulting 
from  a  high  price  of  com  when  produced  by  the  rise  in  the 
ralue  of  com,  and  when  caused  by  a  fall  in  the  value  of 

*  [DUtaoee  from  mines  and  indu9tfial  pmition,  but "  To  be  quite 
leeurale  ....  we  must  say — the  countries  whose  exportable  pro- 
Inelioos  are  roost  in  demand  abroad,  and  contain  greatest  %'alue  in 
iinallsit  bulk,  which  are  nearest  to  the  mines,  and  which  have  least 
iemand  lor  foreign  productions,  are  those  in  which  money  will  be 
ti  lowest  value,  or,  in  other  words,  in  which  prices  will  habitually 
ra«ge  the  kighssi."— MUl,  «<  Principles,'*  book  iiL,  e.  xiz.,  f  8, 
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mone/,  eae  tat&lljr  different  In  boib  cMea  the  monej  piioo 
of  wages  will  rUe»  but  if  it  be  in  eonsequeaee  of  th^  fall  tta 
ibe  ToJue  of  motiej.  Dot  onlj  wsugee  and  com,  but  all  other 
commoditiei  will  tim.  If  tbe  manufacturer  1ia«  more  to 
pay  for  wages,  he  will  receive  moie  for  bis  manufactufed 
gooda,  and  tbe  rate  of  profits  will  remain  unaffected.  But 
when  the  riie  in  the  price  of  com  is  the  effect  of  the  di£< 
culty  of  production,  profits  will  fall ;  for  the  manufacturer 
will  be  obliged  to  pajr  more  wagea,  and  will  not  be  enabled 
to  remunerate  blmaelf  by  raising  the  prioe  of  bis  maau- 
facturod  ootDmodity, 

§  53*  Any  improTement  id  tbe  facility  of  working  the 
mines,  by  whicb  the  precious  metals  may  be  produced  with 
^  ]i*ftH  riimnfily  rif  I^Jhiur,  will  sink  the  value  of  moner 
generally.  It  will  then  exchange  for  fewer  eommodities 
in  all  countries ;  but  when  any  particular  country  ezoels 
in  manufactures,  so  as  to  occasion  an  influx  of  money 
towards  it,  the  Talue  of  money  will  be  lower,  and  the  prices 
of  com  and  labour  will  be  relatirely  higher  in  that  country* 
than  in  any  other. 

This  higher  ralue  of  money  will  not  be  indicated  by  the 
exchange;  bills  may  continue  to  be  negotiated  at  par» 
although  the  prices  of  com  and  labour  should  be  10»  20,  or 
80  per  cent,  higher  in  one  country  than  another.  Under 
the  circumstances  supposed*  such  a  difference  of  prices  is 
the  natural  order  of  things,  and  the  exchange  can  only  be 
at  par,  when  a  sufficient  quantity  of  money  is  introduced 
into  the  country  excelling  in  manufactures,  so  as  to  raise 
the  price  of  its  com  and  labour.  If  foreign  countries 
should  prohibit  the  exportation  of  money,  and  could  suc- 
cessfully enforce  obedience  to  such  a  law,  they  might  in- 
deed prevent  the  rise  in  the  prices  of  the  com  and  labour 
of  the  manufacturing  coimtry ;  for  such  rise  can  only  take 
place  after  the  influx  of  the  precious  metals,  supposing 
paper  money  not  to  be  used ;  but  they  could  not  prerent 
the  exchange  from  being  Tery  unfarourable  to  thenu    If 
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England  were  tbe  miuiufacturing  country,  and  it  were  pos- 
aUe  to  prerent  the  importation  of  money*  the  exchange 
*with  Ranee,  Holland*  and  Spain,  might  be  5, 10,  or  20  per 
cent,  against  thoee  oountriee. 

Whenerer  the  current  of  money  is  forcibly  stopped,  and 
when  money  is  prerented  from  settling  at  its  just  leyel, 
there  are  no  limits  to  the  possible  Tariations  of  the  ex« 
change.  The  effects  are  similar  to  those  which  follow, 
when  a  paper  money,  not  exchangeable  for  specie  at  the 
will  of  the  holder,  is  forced  into  circulation.  Such  a  cur- 
rency i>  necessarily  confined  to  the  country  where  it  is 
issued :  it  cannot,  when  too  abundant,  diffuse  itself  gene- 
rally amongst  other  countries.  The  level  of  circulation  is 
destroyed,  and  the  exchange  will  ineritably  be  unfaTOuiable 
to  the  country  where  it  is  excessiye  in  quantity :  just  so 
wo«ild  be  the  effects  of  a  metallic  circulation,  if  by  forcible 
means,  by  laws  which  could  not  be  evaded,  money  should 
be  detained  in  a  country,  when  the  stream  of  trade  gave  it 
an  impetus  towards  other  countries. 

When  each  country  has  precisely  the  quantity  of  money 
which  it  ought  to  hare,  money  will  not  indeed  be  of  the 
same  value  in  each,  for  with  respect  to  many  commodities 
it  may  differ  5,  10,  or  even  20  per  cent.,  but  the  exchange 
will  be  at  par.  One  hundred  pounds  m  England,  or  the 
silyer  which  is  in  JCIOO,  will  purchase  a  bill  of  J^lOO,  or  an 
equal  quantity  of  silver,  in  France,  Spain,  or  Holland. 

In  speaking  of  the  exchange  and  the  comparative  value 
of  money  in  different  countries,  we  must  not  in  the  least 
refer  to  the  value  of  money  estimated  in  commodities,  in 
either  country.  The  exchange  is  never  ascertained  by  es- 
timating the  comparative  value  of  money  in  com,  cloth,  or 
any  commodity  whatever,  but  by  estimating  the  value  of 
the  currency  of  one  country,  in  the  currency  of  another. 

It  may  also  be  ascertained  by  comparing  it  with  some 
standard  common  to  both  countries.  If  a  bill  on  England 
for  £100  will  purchase  the  same  quantity  of  goods  in 


Frmnoe  or  SpUBt  tiftt  m  bill  <m  EUsibari^  for  Qm  wmmm 
pom  wUl  lid,  th*  ndMSge  between  Hunboigk  mad  ^Eag~ 
Uad  lA  ftt  pmr;  bcii  if  s  bill  cm  Bogiukd  ^  J^iaa,  wiU 
v  more  tluji  &  bill  on  Ha^burgli  fur  JCIOO^  IIm 
I  is  80  p«r  ocot.  ikg^a»t  EtsgUnd. 
Iji  Enj^Uod  ^100  may  puidiaM  &  bill,  or  tb«  right  of 
ncetvtikg  JgiOI  in  EoUaad,  j810:2  in  FnooR,  aad  JSIOS  in 
8f»tiL  Tbe  escluuige  vitb  EogUod  li,  id  th&t  cue,  iaid 
to  t<  1  per  cent  a^umt  ^Ikod,  2  per  oeot.  igfttiist 
Fnukoe^  aad  5  per  oeuL  against  Spam.  It  iodici^tt  tiiai 
ibo  ]mwtl  of  €itrrci»C7  ii  liigher  ihaa  it  ibould  b«  in  thorn 
couQtiitaj  Bad  th«  ooDnparattTe  Tala«  of  Ihttir  cnrreticies* 
and  tliat  of  England,  would  ba  iiiunediatel}^  restored  to 
[>&r,  by  ab«tra€ting  from  tbelrij  or  bj  adding  to  thai  of 
England. 

Those  who  maintained  that  our  cnrrencj  was  depredated 
during  the  latt  ten  years,  when  the  exchange  Taried  from 
20  to  80  per  cent  against  this  country,  have  nerer  con- 
tended, as  they  have  been  accused  of  doing,  that  money 
could  not  be  more  valuable  in  one  country  than  another, 
as  compared  with  various  commodities;  but  they  did 
contend,  that  JC130  could  not  be  detained  in  England, 
unless  it  was  depreciated,  when  it  was  of  no  more  value, 
estimated  in  the  money  of  Hamburgh,  or  of  Holland,  than 
the  bullion  in  ^100. 

By  sending  JC180  good  English  pounds  sterling  to  Ham- 
burgh, eren  at  an  expense  of  £5, 1  should  be  possessed 
there  of  Jei25 ;  what  then  could  make  me  consent  to  giro 
jGISO  for  a  bill  which  would  give  me  JCIOO  in  Hamburgh, 
but  that  my  pounds  were  not  good  pounds  sterling? — they 
were  deteriorated,  were  degraded  in  intrinsic  value  below 
the  pounds  sterling  of  Hambiurgh,  and  if  actually  sent 
there,  at  an  expense  of  JC5,  would  sell  only  for  JBIOO. 
With  metallic  pounds  sterling,  it  is  not  denied  that  my 
jBISO  would  procure  me  £125  in  Hamburgh,  but  witib 
paper  pounds  sterling  I  can  only  obtain  XlOO ;  and  yet  it 
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niaiiiUiniwI  that  £180  in  paper,  was  of  equal  yalue 
with  X180  in  nlTer  or  gokL 

Some  indeed  more  reaeonablj  maintained,  that  XISO 
in  paper  was  not  of  equal  Taloe  with  jE180  in  metallic 
moMj;  bat  they  nid  that  it  wm  the  metallic  money 
which  had  changed  its  Talne,  and  not  the  paper  money. 
Tbej  wiahed  to  confine  the  meaning  of  the  word  depre- 
dation to  an  actnal  fall  of  ralne,  and  not  to  a  comparatiTe 
difbrence  between  the  Talue  of  money,  and  the  standard 
by  which  by  law  it  ia  regulated.  One  hundred  pounds  of 
English  money  was  formerly  of  equal  Talue  with,  and 
could  purchase  £100  of  Hamburgh  money :  in  any  other 
country  a  bill  of  XlOO  on  England,  or  on  Hamburgh, 
could  purchase  precisely  the  same  quantity  of  commodities. 
To  obtain  the  same  things,  I  was  lately  obliged  to  gire 
£120  English  money,  when  Hamburgh  could  obtain  them 
for  XlOO  Hamburgh  money.  If  English  money  was  of 
the  same  Talue  then  as  before,  Hamburgh  money  must 
haTe  risen  in  Talue.  But  where  is  the  proof  of  this? 
How  is  it  to  be  ascertained  whether  English  money  has 
fiJlen,  or  Hamburgh  money  has  risen  ?  there  is  no  stan- 
dard by  which  this  can  be  determined.  It  is  a  plea  which 
admits  of  no  proof,  and  can  neither  be  positiTcly  affirmed, 
nor  positiTcly  contradicted.  The  nations  of  the  world 
must  h%Te  been  early  conTinced,  that  there  was  no  standard 
of  Talue  in  nature,  to  which  they  might  unerringly  refer, 
and  therefore  chose  a  medium,  which  on  the  whole  ap- 
peared to  them  less  Tariable  than  any  other  commodity. 

To  this  standard  we  must  conform  till  the  law  is 
changed,  and  till  some  other  commodity  is  discoTered,  by 
the  use  of  which  we  shall  obtain  a  more  perfect  standard, 
than  that  which  we  haTe  established.  While  gold  is  ex- 
dusiTely  the  standard  in  this  country,  money  will  be  de- 
predated, when  a  pound  sterling  is  not  of  equal  Talue  with 
6  dwta.  and  8  grs.  of  standard  gold,  and  that,  whether  gold 
rises  or  falls  in  general  Talue. 
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CHAPTER   VIIL— ON   TAXES. 

npAXES  are  &  portion  of  the  produce  of  the  lasd  and 
^  I&botir  of  a  countr)'.  placed  at  the  disposal  of  tho 
^oTCmmiant;  and  are  alwaja  ultimate ty  paid,  either  from 
the  capita],  or  from  the  reveoue  of  the  couEtiyi 

Wo  Lavp  ftlr**;it!y  ftliowii  hriw  thi^  capital  of  a  cnimtry  is 
either  fixed  or  circulating,  according  as  it  is  of  a  more  or 
of  a  less  durable  nature.  It  is  difficidt  to  define  strictlj* 
where  the  distinction  between  circulating  and  fixed  capital 
begins ;  for  there  are  almost  infinite  degrees  in  the  dura- 
bilitj  of  capital.  The  food  of  a  countxy  is  consumed  and 
reproduced  at  least  once  in  ererj  year ;  the  clothing  of 
the  labourer  is  probably  not  consumed  and  reproduced 
in  less  than  two  years ;  whilst  his  house  and  furniture 
are  calculated  to  endure  for  a  period  of  ten  or  twenty 
years. 

When  the  annual  productions  of  a  countxy  more  than 
replace  its  annual  consumption,  it  is  said  to  increase  its 
capital ;  when  its  annual  consumption  is  not  at  least  re- 
placed by  its  annual  production,  it  is  said  to  diminish  its 
capital.  Capital  may  therefore  be  increased  by  an  in- 
creased production,  or  by  a  diminished  unproductive  con- 
sumption. 

If  the  consumption  of  the  goremment,  when  increased 
by  the  lery  of  additional  taxes,  be  met  either  by  an  in* 
creased  production,  or  by  a  diminished  consumption  on 
the  part  of  the  people,  the  taxes  will  fall  upon  rerenue* 
and  the  national  capital  will  remain  unimpaired;  but  if 
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there  be  no  increaaed  production  or  diminished  unpro- 
doctiTe  eonsnmption  on  the  part  of  the  people,  the  taxes 
will  necessarily  fttll  on  cental,  that  is  to  saj,  they  will 
impair  the  fund  allotted  to  productire  consumption/ 

In  proportion  as  the  capital  of  a  countxy  is  diminished, 
its  productions  will  be  necessarily  diminished ;  and,  there- 
fore* if  the  same  unproductive  expenditure  on  the  part  of 
the  people  and  of  the  goremment  continue,  with  a  con- 
stantly diminishing  annual  reproduction,  the  resources  of 
the  people  and  the  state  will  fall  away  with  increasing 
r^ridity,  and  distress  and  ruin  will  follow. 

Notwithstanding  the  immense  expenditure  of  the 
English  goTemment  during  the  last  twenty  years,'  there 
can  be  little  doubt  but  that  the  increased  production  on 
the  part  of  the  people  has  more  than  compensated  for  it. 
The  national  capital  has  not  merely  been  unimpaired,  it 
has  been  greatly  increased,  and  the  annual  revenue  of  the 
people,  even  after  the  payment  of  their  taxes,  is  probably 
gremler  at  the  present  time  than  at  any  former  period  of 
our  history. 

For  the  proof  of  this  we  might  refer  to  the  increase  of 
population^ to  the  extension  of  agriculture^to  the  in- 
crease of  shipping  and  manufactures — to  the  building  of 
docks — to  the  opening  of  numerous  canals,  as  well  as  to 

*  U  mmi  be  anderstood  thst  all  the  prod  actions  of  a  country 
are  eooraiiied ;  but  it  makes  the  greatest  di/Terence  imaginable 
whether  they  are  consumed  by  Uiom  who  reproduce,  or  by  those 
who  do  Doi  reproduce  another  value.  When  we  say  tliat  revenue 
IS  saved,  and  added  to  capital,  what  we  mean  is,  that  tlie  portion 
ol  revenue,  so  said  to  be  added  to  capital,  is  consumed  by  pro- 
ductive instead  of  unproductive  labourers.  There  can  be  no 
greater  error  than  in  supposing  that  capital  is  increased  by  non- 
coQsamptioD.  If  the  price  of  labour  should  rise  so  high,  that 
notwithstanding  the  increase  of  capital,  no  more  could  be  em- 
nloyed,  I  should  say  that  saek  iaerease  of  capital  would  be  still 
■aprodttctively  consumed 

•  [17«>-i81&] 
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in&njr  other  €xp«iisiTe  underUktogv ;  ftU  denotitig  ui  in- 
erea«e  both  of  mpitaJ  and  of  annual  production. 

Still  I  howeTer,  it  iv  certain  that  but  for  taxation  ikts 
iucreosc  of  c&pital  would  hare  been  much  greater.  There 
iu«  no  tax€B  which  have  not  a  tendeuc/  to  lessen  the  power 
to  accumulate^  All  taxes  must  either  fall  on  capital  or 
revenue*  II  the/  encroach  on  capital,  the/  must  propar* 
tiooablj  ditniuish  that  fuad  bj  whose  extent  the  extent  of 
the  productive  industiy  of  the  country  must  always  be 
regulated ;  «jid  if  they  fall  on  reveuue,  they  mu^  either 
iesaen  aecnmulation,  or  force  the  contributors  to  bat e  the 
amount  of  the  £ax«  by  niaking  a  corree|>onding  cUmiuutioti 
of  their  former  UDproductiTe  conBumption  of  the  neceo* 
saries  and  luxuries  of  life.  Some  t&xee  will  produce  these 
effects  in  a  much  greater  degree  than  others;  but  the 
great  evil  of  taxation  is  to  be  found,  not  so  much  in  any 
selection  of  its  objects,  as  in  the  general  amount  of  its 
effects  taken  collectively. 

Taxes  are  not  necessarily  taxes  on  capital,  because  they 
are  laid  on  capital ;  nor  on  income,  because  they  are  laid 
on  income.  If  from  my  income  of  J61,000  per  annum,  I 
am  required  to  pay  XlOO,  it  will  really  be  a  tax  on  my 
income,  should  I  be  content  with  the  expenditure  of  the 
remaining  £900 ;  but  it  will  be  a  tax  on  capital,  if  I  con* 
tinue  to  spend  J61,000. 

The  capital  from  which  my  income  of  jei,000  is  derived, 
may  be  of  the  value  of  J610,000 ;  a  tax  of  one  per  cent,  on 
such  capital  would  be  JCIOO ;  but  my  capital  would  be  nn* 
affected,  if  after  paying  this  tax,  I  in  like  manner  oon* 
tented  myself  with  the  expenditure  of  J6900. 

The  desire  which  evexy  man  has  to  keep  his  station  in 
life,  and  to  maintain  his  wealth  at  the  height  which  it  has 
once  attained,  occasions  most  taxes,  whether  laid  on  capital 
or  on  income,  to  be  paid  from  income ;  and  therefore  as 
taxation  proceeds,  or  as  government  increases  its  ex- 
penditmre,  the  annnal  enjoyments  of  the  people  must  be 
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iliminiahfi<i,  unless  they  sjre  enabled  proportionally  to 
increase  their  capitals  and  income. 

§  55.  It  should  be  the  policy  of  govemments  to  en- 
courage a  disposition  to  do  this  in  the  people,  and  never 
to  lay  such  taxes  as  will  ineritably  fall  on  capital;  since 
by  so  doing*  they  impair  the  funds  for  the  maintenance  of 
labour,  and  thereby  diminish  the  future  production  of  the 
country. 

In  En^and  this  policy  has  been  neglected,  in  taxing 
the  probates  of  will%  in  the  legacy  duty,  and  in  all  taxes 
ailecting  the  transference  of  property  from  the  dead  to  the 
living.  If  a  legacy  of  £1,000  be  subject  to  a  tax  of  XlOO, 
the  legatee  considers  his  legacy  as  only  Je900  and  feels  no 
particular  motive  to  save  the  XlOO  duty  from  his  expen- 
diture, and  thus  the  capital  of  the  country  is  diminished ; 
but  if  he  had  really  received  j61,000,  and  had  been  re- 
quired to  pay  J6100  as  a  tax  on  income,  on  wine,  on  horses, 
or  on  servants,  he  would  probably  have  diminished,  or 
rather  not  increased  his  expenditure  by  that  sum,  and  the 
capital  of  the  country  would  have  been  unimpaired.* 

**  Taxes  upon  the  transference  of  property  from  the  dead 
to  the  living,"  says  Adam  Smith,  "  fall  finally,  as  well  as 
immediately,  upon  the  persons  to  whom  the  property  is 
transferred.  Taxes  on  the  sale  of  land  fall  altogether 
upon  the  seller.  The  seller  is  almost  always  under  the 
necessity  of  selling,  and  must,  therefore,  take  such  a  price 

'  [This  is  no  donbt  true,  bat  on  the  other  hand  it  most  be  re- 
■lembered :  first,  that  such  taxes,  unlem  le\ied  at  a  very  high 
rale,  have  hot  little  effect  in  impeding  accumulation  ;  secondly, 
that  they  are  very  easy  of  collection,  and  oh  the  whole  difficult  of 
erasioD ;  and,  Uiirdly,  that  for  reasons  other  tlian  fiscal,  succession 
aad  legacy  dutieswould  bear  increase  on  this  latter  point ;  v.  Mill, 
*'  Principles, "  bk.  ii,  c  ii.,  |  SL  In  another  place  Mill  makes  the 
valaable  remark  that,  in  the  case  of  a  country  occupied  in  paying 
off  a  aatiewsl  debt,  part  of  the  taxes,  if  taken  oat  of  capital,  remain 
capital  stUL— Bk.  v.,  e.  ix.,  |  1.  Cf.  Say,  "  Ecouomie  Politaqae,'* 
hk.  iii.,  e.  viiL,  pp.  3UH2.] 
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A3  ^0  tma  get,  Tbe  Imjer  »  •e»7^  ei^r  under  the  neoes* 
lily  ol  W/itig,  uid  will*  tlterefone,  oalj  give  «itch  »  price 
at  b«  Ukas.  He  ooasiden  wh&t  tlie  land  will  co«t  him  tn 
tajt  aad  prm  togeUi«r.  The  more  be  U  obliged  to  paj  in 
the  wmj  ol  taxt  the  lesi  he  will  be  diipo«ed  to  gire  in  the 
w&j  of  prke.  Such  ta3£ctf^  therefore,  fall  alino«t  Uwajs 
upon  a  nooewitonB  perioo,  and  must,  therefore,  be  Texr 
rniel  And  oppreiiive*'* '  "  Stamp  daties,  and  dntiea  upon 
the  registrmtioo  of  bonda  and  oo&tiacte  for  borrowed 
money,  fiiJl  altogether  upon  the  borfowerr  and  in  fact  are 
alw&j»  paid  bj  him.  I>utie«  of  tbe  lame  kind  t:ipoii  law 
proeeedingB  fall  upon  the  iultarfl.  They  reduce  to  both 
the  capital  value  c^  the  mbject  in  dispute.  The  more  it 
eoets  to  aoquire  anj  pn>per(y»  the  iess  must  be  the  iieas 
Talue  of  it  when  acquired.  All  taxes  upon  the  trmna- 
ference  of  property  o(  erery  kind,  so  far  aa  thej  diminiali 
the  capital  ralue  of  that  property,  tend  to  diminiah  the 
fundi  destined  for  the  maintenance  of  labour.  They  are 
all  more  or  less  unthrifty  taxes,  that  increase  the  reTenua 
of  the  sovereign,  which  seldom  maintains  any  but  unpix^ 
ductive  labourers,  at  the  expense  of  the  capital  of  the 
people,  which  maintains  none  but  productive." ' 

But  this  is  not  the  only  objection  to  taxes  on  the  trana« 
ference  of  property;  they  prevent  the  national  capital 
from  being  distributed  in  the  way  most  beneficial  to  tlie 
community.  For  the  general  prosperity,  there  cannot  be 
too  much  facility  given  to  the  conveyance  and  exchange 
of  all  kinds  of  property,  as  it  is  by  such  means  that  capital 
of  every  species  is  likdy  to  find  its  way  into  the  hands  of 
those,  who  will  best  employ  it  in  increasing  the  produo- 
tions  of  the  country.  **Why,*'  asks  11  Say,  ''does  an 
individual  wish  to  sell  his  landP  it  is  because  he  has 
another  employment  in  view  in  which  his  funds  will  be 
more  productive.     Why  does  another  wish  to  purchaee 


*  [Dk.  v.,  e.  IL,  p.  364.]  *  [IM.,  p.  36ih.] 
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Hub  iMBe  lud  P  it  is  to  emploj  a  eajntal  which  biingg 
Urn  in  too  little^  which  wm  unemployed*  or  the  use  of 
whidi  he  thinks  soieeptiUe  of  improTement  Thie  ex- 
dinnge  will  inoeMe  the  general  income,  since  it  increases 
the  income  of  these  parties.  Bat  if  the  charges  are  so 
exorbitant  as  to  pcerent  the  exchange,  they  ore  an 
obstacle  to  this  inacease  of  the  general  income.**^  Thoee 
taieSi  liowe?er»  are  easily  collected ;  and  this  by  many 
may  be  thought  to  aftnd  some  compensation  for  their 


>  rJtoMmlsMit^nSb''blL  iiL,  e.  TiiL,  p^  100.] 
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A  rite  of  price  is  the  only  meani  by  which  he  could  pay 
the  tax,  and  continue  to  derive  the  nioal  and  general  pn^te 
from  thii  emploTment  of  hit  capitaL  He  could  not  deduct 
the  tax  from  hia  rent,  and  oblige  hia  landlord  to  pay  it,  for 
he  pays  no  rent  He  would  not  deduct  it  from  his  profits, 
for  there  is  no  reason  why  he  should  continue  in  an  employ- 
ment which  yields  small  profits,  when  all  other  employ- 
ments are  yielding  g^reater.  lliere  can  then  be  no  question, 
but  that  he  will  have  the  power  of  raising  the  price  of  raw 
produce  by  a  sum  equal  to  the  tax. 

A  tax  on  raw  produce  would  not  be  paid  by  the  landlord; 
it  would  not  be  paid  by  the  farmer;  but  it  would  be  paid, 
m  an  increased  price,  by  the  consumer. 

Bent,  it  should  be  remembered,  is  the  difference  between 
the  produce  obtained  by  equal  portions  of  labour  and  capital 
employed  on  land  of  the  same  or  different  qualities.  It 
should  be  remembered  too,  that  the  money  rent  of  land,  and 
the  com  rent  of  land,  do  not  vary  in  the  same  proportion. 

In  the  case  of  a  tax  on  raw  produce,  of  a  land-tax,  or 
tithes,  the  com  rent  of  land  will  vary,  while  the  money 
rent  will  remain  as  before. 

If,  as  we  hare  before  supposed,*  the  land  in  cultivation 
were  of  three  qualities,  and  that  with  an  equal  amount  of 
capital, 

180  qrs.  of  com  were  obtained  from  land  No.  1, 

*/"  »»  »•  H  M  *» 

aOv  m  f»  t>  „  O, 

the  rent  of  Ka  1  would  be  20  quarters,  the  difference 
between  that  of  No.  8  and  No.  1 ;  and  of  No.  2, 10  quarters, 
the  difference  between  that  of  No.  3  and  No.  2 ;  while  No.  8 
would  pay  no  rent  whatever. 

Now  if  the  price  of  com  were  J&4  per  quarter,  the  money 
rent  of  No.  1  would  be  X80,  and  that  of  No.  2,  X40. 

Soppose  a  tax  of  8f.  per  quarter  to  be  imposed  on  com ; 
*  [Ps^eo,iioU2.] 
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A  tax  on  corn,  then,  would  fiill  on  tlie  oonsumen  of 
oonit  and  would  raise  its  Talue  as  compared  with  all  other 
eommodities,  in  a  degree  proportioned  to  the  tax.  In  pro- 
portion as  raw  produce  entered  into  the  composition  of 
other  commodities,  would  their  ralue  also  be  raised*  unless 
the  tax  were  counterrailed  bj  other  causes.  They  would 
in  laci  be  indirectly  taxed*  and  their  ralue  would  rise  in 
ptoportioa  to  the  tax. 

A  tax,  howerer,  on  raw  produce,  and  on  the  necessaries 
of  the  labourer,  would  have  another  effect — it  would  raise 
wages.  From  the  effect  of  the  principle  of  population  on 
the  increase  of  mankind,  wages  of  the  lowest  kind  never 
continue  much  aboTo  that  rate  which  nature  and  habit  * 
denmnd  for  the  support  of  the  labourers.  This  class  is 
oerer  aUe  to  bear  any  considerable  proportion  of  taxation; 
and,  consequently,  if  they  had  to  pay  8f .  per  quarter  in 
addition  for  wheat  and  in  some  smaller  proportion  for 
other  necessaries,  they  would  not  be  able  to  subsist  on  the 
same  wages  as  before,  and  to  keep  up  the  race  of  labourers. 
Wages  would  inevitably  and  necessarily  rise ;  and  in  pro* 
portion  as  they  rose,  profits  would  fall.  Ooremment  would 
reoeire  a  tax  of  8f.  per  quarter  on  all  the  com  consumed  in 
the  country,  a  part  of  which  would  be  paid  directly  by  the 
consumers  of  com ;  the  other  part  *  would  be  paid  indi- 
rectly by  those  who  employed  labour,  and  would  affect 
profits  in  the  same  manner  as  if  wages  had  been  raised  from 
the  increased  demand  for  labour  compared  with  the  supply, 
or  from  an  increasing  difficulty  of  obtaining  the  food  and 
necessaries  required  by  the  labourer. 

S  57.  In  as  far  as  the  tax  might  affect  consumers,  it 
would  be  an  equal  tax,  but  in  as  far  as  it  would  affect 
profits,  it  would  be  a  partial  tax ;  for  it  would  neither 
operate  on  the  landlord  nor  on  the  stockholder,  since  they 

>  [An  Importaot  sdditkm.] 

*  [It.,  that  part  ol  th«  tax  which  lalls  oo  the  food,  ete.,  of  the 
[class. 
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would  coattQue  to  receiret  the  one  the  same  monej  reot^ 
tbe  other  the  ft&tne  money  diridends  aa  before.  A  tax  on 
the  produce  of  the  land  then  would  operate  aa  follows: 

lat.  It  would  raise  the  price  of  raw  produce  by  a  sum 
equal  to  the  tai,  and  would  therefore  fall  on  eacli 
consumer  id  proportion  to  his  consumption. 

2adlj*  It  would  raise  the  wages  of  labourt  and  low)^ 
profita* 
tt  maj  theo  be  objected  against  such  a  tax, 

Itt.  That  hj  raisLug  the  wages  of  labour,  and  loweritig 
profits,  it  is  an  unequal  t4ix»  as  it  ^  affects  the  in* 
come  of  the  fanner,  trader,  and  manufacturer,  aod 
leaTes  uutaied  the  income  of  the  landlord,  stock* 
holder,  and  others  enjoying  fixed  incomes. 

2ndly.  That  there  would  be  a  considerable  intenral  be- 
tween the  rise  in  the  price  of  corn  and  the  rise  of 
wages,  during  which  much  distress  would  be  expe- 
rienced bj  the  labourer. 

Srdlj.  That  raising  wages  and  lowering  profits  is  a  dis- 
couragement to  accumulation,'  and  acts  in  the  same 
way  as  a  natural  porertj  of  soil. 

4rthly.  That  by  raising  the  price  of  raw  produce,  the 
prices  of  all  commodities  into  which  raw  produce 
enters,  would  be  raised,  and  that  therefore  we  should 
not  meet  the  foreign  manufacturer  on  equal  terms 
in  the  general  market. 

§  58.  With  respect  to  the  >ir«^ '  objection,  that  by  raising 
the  wages  of  labour  and  lowering  profits,  it  acts  unequallj 
as  it  affects  the  income  of  the  farmer,  trader,  and  manu- 
facturer, and  leaves  untaxed*  the  income  of  the  landlord* 

>  [« it"  omitted  in  McCoUoeh's  edition.] 

*  [One  of  the  few  passages  where  the  relation  between  the  rals 
of  interest  and  aoeomnlation  is  mentioned ;  ef.  1 44,  and  Introd«D> 
tion.] 

•  [Editor's  itaUcs.1 
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■tockholdqr,  and  others  enjoying  fixed  inoomee, — it  maj  be 
answered,  that  if  the  operation  of  the  tax  be  unequal,  it  is 
for  the  legislatore  to  make  it  equal,  by  taxing  directly  the 
lent  of  land,  and  the  diTidends  from  stock.  By  so  doing, 
an  the  objects  of  an  income  tax  would  be  obtained,  with- 
out the  incouTenience  of  haTing  recourse  to  the  obnoxious 
measure  of  prying  into  erery  man's  concerns,  and  arming 
commissioners  with  powers  repugnant  to  the  habits  and 
fsdings  of  a  free  country. 

S  59.  IVith  respect  to  the  $eeand  *  objection,  that  there 
would  be  a  considerable  interral  between  the  rise  of  the 
price  of  com  and  the  rise  of  wages,  during  which  much 
distress  would  be  experienced  by  the  lower  classes, — ^I 
answer,  that  under  different  circumstances,  wages  follow 
the  price  of  raw  produce  with  very  different  degrees  of 
celerity ;  that  in  some  cases  no  effect  whatever  is  produced 
on  wages  by  a  rise  of  com ;  in  others,  the  rise  of  wages 
precedes  the  rise  in  the  price  of  com  *,  again,  in  some  the 
effect  on  wages  is  slow,  and  in  others  rapid. 

Thoso  who  maintain  that  it  is  the  price  of  necessaries 
which  regulates  the  price  of  labour,  always  allowing  for  the 
particular  state  of  progression  in  which  the  society  may  be, 
seem  to  hare  conceded  too  readily,  that  a  rise  or  taXL  in  the 
price  of  necessaries  will  be  Tcry  slowly  succeeded  by  a  rise 
or  fall  of  wages.  A  high  price  of  provisions  may  arise 
from  very  different  causes,  and  may  accordingly  produce 
very  different  effects.*    It  may  arise  from 

•  [Edifeor**  iUlies.] 

'  {Jhe  following  dMcnmon  has  reference  to  two  considerstiont ; 
the  first  and  prominent  one  i^,  the  objection  to  a  tax  on  com,  etc., 
because  of  the  distreae  thereby  occasioned ;  tlie  second,  and  sab- 
ofdioate  one,  tlie  arminient  that  administrative  action  should  lie 
taken  to  adjust  wages  to  the  price  of  neceesariee.  Such  action, 
Rieardo  urges  under  his  first  (1st)  heading,  would  be  rendered  im- 
possible by  natural  tanssa 

.  With  rsfereace  to  the  main  question,  it  must  be  remarked  that 
Rieardo  altogether  overlooks  the  argument  that  a  eonssrvative 
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be  obliged  to  limit  his  oonsumption  in  proportion  to  the 
limited  eupply.    In  the  natunJ  course  of  a£fairs  a  defi. 
cieni  supply  from  bad  seasons,  without  any  pernicious 
and  unwise  interference,  would  not  be  followed  by  a  rise 
of  wages.    The  raising  of  wages  is  merely  nominal  to 
those  who  receiTe  them ;  it  increases  the  competition  in 
the  com  market,  and  its  ultimate  effect  is  to  raise  the 
profits  of  the  growers  and  dealers  in  com.    The  wages  of 
labour  are  really  regulated  by  the  proportion  between  the 
supply  and  demand  of  necessaries,  and  the  supply  and 
demand  of  labour ;  and  money  is  merely  the  me^um,  or 
measure,  in  which  wages  are  expressed.    In  this  case  then 
the  distress  of  the  labourer  is  unavoidable,  and  no  legisla- 
tion can  afford  a  remedy,  except  by  the  importation  of  ad- 
ditional food,  or  by  adopting  the  most  useful  substitutes. 
*  When  a  high  price  of  com  is  the  effect  of  an  increas- 
ing demand,  it  is   always  preceded   by  an  increase  of 
wages,  for  demand  cannot  increase,  without  an  increase 
of  means  in  the  people  to  pay  for  that  which  they  desire. 
An  accumulation  of  capital  naturally  produces    an   in- 
creased competition  among  the  employers  of  labour,  and  a 
consequent  rise  in  its  price.     The  increased  wages  are  not 
always  immediately  expended  on  food,  but  are  first  made 
to  contribute  to  the  other  enjoyments  of  the  labourer. 
His  improved  condition  howerer  induces,  and  enables  him 
to  marry,  and  then  the  demand  for  food  for  the  support  of 
his  family  naturally  supersedes  that  of  those  other  enjoy- 
ments on  which  his  wages  were  temporarily  expended. 
Com  rises  then  because  the  demand  for  it  increases,  be- 
cause there  are  those  in  the  society  who  baye  improved 
means  of  paying  for  it;   and  the  profits  of  the  fanner 
will  be  raised  above  the  general  level  of  profits,  till  the 
requisite  quantity  of  capital  has  been  employed  on  its  pro- 
duction.   Whether,  after  this  has  taken  place,  com  shall 
again  fall  to  its  former  price,  or  shall  continue  per- 
I  pSeeoodL] 
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'the  number  of  labomen,  as  well  as  the  demand  for  them ; 
for  there  will  be  neither  an  increase  nor  a  diminntion  of 
capitaL  The  qnantitj  of  necessaries  to  be  allotted  to  the 
labourer*  depends  on  the  comparatiTe  demand  and  supply 
eC  necessaries,  with  the  comparatiTe  demand  and  supply 
eC labour;  money  being  only  the  medium  in  which  the 
quantity  is  expressed ;  and  as  neither  of  these  is  altered, 
the  real  reward  of  the  labourer  will  not  alter.  Money 
wages  will  rise,  but  they  will  only  enable  him  to  furnish 
himself  with  the  same  quantity  of  necessaries  as  before. 
Those  who  dispute  this  principle,  are  bound  to  show  why 
an  increase  of  money  should  not  hare  the  same  effect  in 
laising  the  price  of  labour,  the  quantity  of  which  has  not 
been  increased,  as  they  acknowledge  it  would  hare  on  the 
price  of  shoes,  of  hats,  and  of  com,  if  the  quantity  of  those 
commodities  were  not  increased.  The  relative  market 
Talue  of  hats  and  shoes  is  regulated  by  the  demand  and 
supply  of  hats,  compared  with  the  demand  and  supply  of 
shoes,  and  money  is  but  the  medium  in  which  their  Talue 
is  expressed.  If  shoes  be  doubled  in  price,  hats  will  also 
be  doubled  in  price,  and  they  will  retain  the  same  com- 
paratiTe Talue.  So  if  com  and  all  the  necessaries  of  the 
labourer  be  doubled  in  price,  labour  will  be  doubled  in 
price  also,  and  while  there  is  no  interruption  to  the  usual 
demand  and  supply  of  necessaries  and  of  labour,  there  can 
be  no  reason  why  they  should  not  presenre  their  relatiTc 
Talue. 

'  Neither  a  fall  in  the  Talue  of  money,  nor  a  tax  on 
raw  produce,  though  each  will  raise  the  price,  will  iuce$- 
mrilf  interfere  with  the  quantity  of  raw  produce ;  or  with- 
the  number  of  people,  who  are  both  able  to  purchase, 
and  willing  to  consume  it.  It  is  Tory  easy  to  perueiTc 
why,  when  the  capital  of  a  country  increases  irregularly, 
wages  should  rise,  whilst  the  price  of  com  remains 
stationary,  or  rises  in  a  less  proportion ;  and  why,  when 
*  [Fourth.] 
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the  G»ptUil  of  ft  ootmtTj  dtmiiushett  «ag«t  ilumld  &11 
whOit  com  T^m&iiu  ■tAtiooftijt  or  fUb  ta  *  mucb  less 
proportioa,  asd  tkb   too   for  s  cotmiikmUe  tiii»e;    the 
pA^oa  U*  b^Auie  Uboar  is  a  oommoditj  vhkb  c&aoot  bo 
tucnsawd  aiid  diminbhed  at  pleasore.     If  there  u^  too 
few  hat«  in  tbe  market  for  tbe  dei&aad,  ihe  price  wiU  rise, 
Lut  oalf  for  a  ibort  tame ;  for  in  tbe  couna  of  one  jre&r, 
hj  emplojing  more  capital  in  that  trade,  aoj  reaaooabls 
■ddidon  ma/  be  made  to  ih«  quantity  of  bats*  aad  tbers- 
fore  their  market  price  canuot  long  very  mucb  exoeed 
their  natural  price ;  but  it  is  not  to  with  men  ;  yon  canaoi 
Increase  their  number  ui  one  or  two  je&n  when  there  is 
an  increfi.'?  nf  i^^fipttal,  nor  cau  jou  rapidly  diminiah  their 
number  when  capital  is  in  a  retrograde  state  ;  and*  there- 
fore,  the  number   of    hands   increasing  or  diminishing 
slowly,  whibt  the  funds  for  the  maintenance  of  labour 
increase  or  diminish  rapidly,  there  must  be  a  considerable 
interval  before  the  price  of  labour  b  exactly  regulated  by 
the  price  of  com  and  necessaries  ;  but  in  the  case  of  a  iaXL 
in  the  value  of  money*  or  of  a  tax  on  com*  there  b  not 
necessarily  any  excess  in  the  supply  of  labour,  nor  any 
abatement  of  denumd,  and  therefore  there  can  be  no  reason 
.  why  the  labourer  should  sustain  a  real  diminution  of  wages.' 
A  tax  on  com  does  not  necessarily  diminbh  the  quantity 
of  com,  it  only  raises  its  money  price ;  it  does  not  neces-  . 
sarily  diminbh  the  demand  compared  with  the  supply  of 
bbour ;  why  then  should  it  diminish  the  portion  paid  to 
the  bbourer?    Suppose  it  true  that  it  did  diminish  the 
quantity  giren  to  the  labourer,  in  other  words,  that  it  did 
not  raise  hb  money  wages  in  the  same  proportion  as  the 
tax  raised  the  price  of    the.  com  which  he  consumed; 
would  not  the  supply  of  com  exceed  the  demand  ? — ^would 
it  not  fall  in  price  ?   and  would  not  the  labourer  thus 

'  [Thb  goes  a  little  too  far.  It  must  be  pointed  ont  that  the 
owner  of  capital  wUl  fail  to  see  why  he  should  sustain  a  real  dimi* 
notion  of  his  interest  or  profits.] 


^ 
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ditaia  Us  nsoftl  portaon  ?  In  toch  case,  indeed,  capital 
would  be  witbdrawn  from  agricoltare;  for  if  the  prioe 
were  not  incieaeed  hj  tbe  whole  amount  of  the  tax,  agri- 
cnltiml  profits  would  be  lower  than  the  general  level  of 
profits,  and  capital  would  seek  a  more  adTantageous 
cmplojment.  In  regard  then  to  a  tax  on  raw  produce, 
which  is  the  point  under  discussi<m,  it  appears  to  me  that 
no  intenral  which  could  bear  oppiessiTel j  on  the  labourer, 
would  dapee  between  the  rise  in  the  price  of  raw  produce, 
and  the  rise  in  the  wages  of  the  labourer ;  and  that  there- 
fore no  other  ineouTenience  would  be  suffered  bj  this 
dass,  than  that  which  thej  would  suffer  from  an j  other 
mode  of  taxation,  namelj,  the  risk  that  the  tax  might  in- 
fringe on  tbe  funds  destined  for  the  maintenance  of  labour, 
and  might  therefore  check  or  abate  the  demand  for  it. 

I  60.  With  respect  to  the  third  '  objection  against  taxes 
on  raw  produce,  namelj,  that  the  raising  wages,  and  lower- 
ing profits,  is  a  discouragement  to  accumulation,  and  acts 
in  the  same  way  as  a  natural  poTerty  of  soil;  I  hare 
endearoured  to  show  in  another  part  of  this  work  that 
tarings  maj  be  as  effectuallj  made  from  expenditure  as 
from  production ;  from  a  reduction  in  the  Talue  of  com- 
modities, as  from  a  rise  in  the  rate  of  profits.  Bj  increas- 
ing mj  profits  from  XI, 000  to  XI ,200,  whilst  prices  con- 
tinue the  same,  mj  power  of  increasing  mj  capital  by 
savings  is  increased,  but  it  is  not  increased  so  much  as  it 
would  be  if  mjr  profits  continued  as  before,  whilst  com- 
modities were  so  lowered  in  price,  that  X800  would  pro- 
cure me  as  much  as  XI, 000  purchased  before. 

Now  the  sum  required  bj  the  tax  must  be  raised,  and 
the  question  simply  is,  whether  the  same  amount  shall  be 
taken  from  indiriduals  by  diminishing  their  profits,  or  by 
raising  the  prices  of  the  commodities  on  which  their  profits 
will  be  expanded. 

TutttioQ  under  ererj  form  presents  butachoiceof  erils; 
'  [Editor'n  italics.] 
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bj  the  adranced  prioet  of  the  pccemriei  giientiil  to  fKO* 
dnction,  he  will  be  unable  to  contiiiiie  to  accimiiilate  at  tlie 
nine  rate.  He  maj.  indeed,  haye  an  income  of  the  nae 
Talne.  bat  he  will  not  hare  the  same  eonunand  of  labour, 
nor  of  an  equal  quantity  of  materials  on  which  auch  labour 
can  be  exercised. 

If  a  countrj  is  insulated  from  all  others.  haTing  no 
commerce  with  anj  of  its  neighbours*  it  can  in  no  waj  shift 
snj  portion  of  its  taxes  from  itself.  A  portion  of  the  pro- 
duce of  its  land  and  labour  will  be  deroted  to  the  serrioe 
of  the  State;  and  I  cannot  but  think  that,  unless  it 
presses  unequally  on  that  class  which  accumulates  and 
sares,  it  will  be  of  little  importance  whether  the  taxes  be 
lened  on  profits,  on  agricultural,  or  on  manufactured  com- 
modities. If  my  rerenue  be  Xl.OOO  per  annum,  and  I 
must  pay  taxes  to  the  amount  of  XIOO.  it  is  of  little 
importance  whether  I  pay  it  from  my  rerenue.  learing 
myself  only  £900,  or  pay  XIOO  in  addition  for  my  agri- 
cultural commodities,  or  for  my  manufactured  goods. 
If  XIOO  is  my  fair  proportion  of  the  expenses  of  the 
country,  the  Tirtue  of  taxation  consist*  in  making  sure  that 
^  [Sie,  eonsisto.] 


I  of  all  commodities  into  which  raw  produce  enters, 
[)e  raised,  and  that,  therefore,  we  shall  not  meet  the 
;n  manufacturer  on  equal  terms  in  the  general  market. 
the  first  place,  com  and  all  home  commodities  could 
B  materiallj  raised  in  price  without  an  influx  of  the  pre- 
metak ;  for  the  same  quantity  of  money  could  not  dr- 
9  the  Mme  quantity  of  commodities,  at  high  as  at  low 
i,and  the  predons  metals  nerer  could  he  purchased  with 
oommoditaea.  When  more  gold  is  required,  it  must 
iained  by  giring  more,  and  not  fewer  commodities  in 
age  for  it.  Neither  could  the  want  of  money  be  sup* 
bj  paper,  for  it  is  not  paper  that  regulates  the  Talue 
Id  as  a  commodity,  but  gold  that  regulates  the  Talue 
per.  Unless  then  the  Talue  of  gold  could  be  lowered, 
iper  could  be  added  to  the  circulation  without  being 
ciated.  And  that  the  Talue  of  gold  could  not  be 
edt  iqipears  dear,  when  we  consider  that  the  Talue  of 
as  a  commodity  must  be  regulated  by  the  quantity 
ods  which  must  be  giTen  to  foreigners  in  exchange 
.  When  gold  is  cheap,  commodities  are  dear ;  and 
gold  is  dear,  commodities  are  cheap,  and  fall  in 
Now  as  no  caiuse  is  shown  why  foreigners  should 

kjmp  opnhl  i*liMLTMr  t}uLn  nan*],  it  dAMi  nAt  annMur  nm. 
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monBT.  which  wm  luit  gpoianit  snd  eommon  to  all  < 
but  confined  to  a  sngie  one.  If  Enginnd 
fountrj,  she  might  not  be  dUe  to  eeO*  buxt  ebe  woold  W 
abk  to  buy,  becaoee  importiUe 
be  niaed  in  price.  Fnder  tfaaee 
but  mamtj  eonid  be  ezp<Nrted  in  return  far  tecign  tmm 
iBoditMa,  but  this  is  a  tzade  which  eoold  not  king  ca». 
tinns;  a  nation  cannot  be  eihanaled  of  ita  monej*  far 
after  a  eartain  qnnntitj  has  left  xt»  the  ^mlne  «C  the 
i«mainder  wiU  riae^  and  each  a  pciee  of  eoauuditiai  will 
be  the  consequence*  that  thej  will  again  be  irnpaMe  e€ 
bebdgpro&labljeiported.  When  aaooey  had  riaen^  tkara* 
fore^  we  ahonid  no  longer  eiport  it  inietom  fbrgoodafrbnt 
we  ahonld  export  those  mannfactnzea  which  had  fixat  bea^ 
Rkised  in  priee*  b j  the  rise  in  the  price  of  the  nv  prodaee 
from  whidi  thej  were  m&de»  and  then  again  fevered  bj 
the  eiportation  of  nMaej. 

Bat  it  naj  be  objected,  .that  when 
Tafate,  it  wnold  rise  with  reject  to  foreign  as  well  as  ] 
conoMdities*  aad  therefore  that  all  encumagement  to 
snport  foreign  goods  woold  cease.  ThnB»  wapfom  w^ 
iivonsd  goods  whidi  ooet  XieO  abroad.  aadwhkkaeU 
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for  £180  li«re»  we  ■hauld  cease  to  import  them,  when  the 
Trnlne  of  moiiej  had  to  riaen  in  England,  that  they  would 
only  eell  for  £100  here:  thia  howerer,  could  ncTcr  hap- 
pen. The  motive  which  determines  ns  to  import  a  com- 
modity, ie  the  dioooTerjr  of  ite  relatiTc  cheapness  abroad : 
it  is  the  comparison  of  its  price  abroad  with  its  price 
at  home.  If  a  conntrj  export '  hats,  and  imports '  doth,  it 
does  so  beeanse  it  can  obtain  more  cloth  bj  making  hats, 
and  exchanging  them  for  cloth,  than  if  it  made  the  cloth 
itself.  If  the  rise  of  raw  produce  occasions  any  increased 
cost  of  production  in  making  hats,  it  would  occasion  also 
an  increased  cost  in  making  doth.  If,  therefore,  both 
commodities  were  made  at  home,  thej  would  both  rise. 
One,  howcTer,  being  a  commodity  which  we  import,  would 
not  rise,  neither  would  it  fall,  when  the  Tadue  of  money 
rose ;  for  by  not  falling,  it  would  regain  its  natural  rela- 
tion to  the  exported  commodity.  The  rise  of  raw  produce 
makes  a  hat  rise  from  30  to  S3  shillings,  or  10  per  cent : 
the  same  cause  if  we  manufactured  cloth,  would  make  it 
rise  from  20f .  to  22#.  per  yard.  This  rise  does  not  destroy 
the  relation  between  doUi  and  hats ;  a  hat  was,  and  con- 
tinues to  be,  worth  one  yard  and  a  half  of  cloth.  But  if 
we  import  cloth,  its  price  will  continue  uniformly  at  20f. 
per  yard,  unaffected  first  by  the  fall,  and  then  by  the  rise 
in  the  Talue  of  money ;  whilst  hats,  which  had  risen  from 
300.  to  33#..  will  again  fall  from  33«.  to  30f ..  at  which 
point  the  relation  between  cloth  and  hats  will  be  restored. 
To  simplify  the  consideration  of  this  subject.  I  have 
been  supposing  that  a  rise  in  the  value  of  raw  materials 
would  affect,  in  an  equal  proportion,  all  home  commodi- 
tiea ;  that  if  the  effect  on  one  were  to  raiae  it  10  per  cent., 
it  woold  raiae  all  10  percent. ;  but  aa  the  Talue  of  commo- 
ditiea  ia  Tery  differently  nuule  up  of  raw  material  and 
labour ;  aa  aome  commoditiea,  for  inatance,  all  thoes  mads 

'I5fc.l 


TAXES  o3r  rao0rc£. 

inm  tb«  metalftp  vovdd  be  iuk&ffcc£ed  bj  ibe  me  of  f&w 
prodtMC  fiwm  tke  airfftce  of  U»e  evib,  it  is  erideiil  tbas 
tbfiv  would  bi  tb«  gRwIijil  fmrie^  tn  tbc  eltectt  piiodiu^d 
im  ibe  Tftloe  eC  m— BJUJCl,  bjr  &  Ims  on  rmw  produce.  Aa 
fftr  a*  Uii*  fEffed  wma  proitieed«  H  would  «tiaiitlmte  01-  retard 
tbt  eiporUtion  of  putictdar  ooBiftoditieft,  and  would  ma- 
ioftbcedlj  be  litcoded  with  tbe  tame  mconTemeDce  thai 
itteads  tht  taxing  of  ooomoditin;  it  would  destroj  th^ 
ft^ur^  relatiOD  betw««ii  ^  value  of  each.  Hius  tlie 
oatuial  price  of  a  bat*  tnttgad  of  bes&g  the  nuie  as  &  jard 
sxkd  a  batf  of  cktb^  might  onlj  be  of  the  value  of  a  jmitt 
asd  a  quarter,  or  it  ou^ht  be  of  the  value  of  a  jard  and 
thu&e  quanei^,  and  therefof^  rather  a  different  dirccuon 
mi::4it  1^*^  l^t**^  Vi  fi^irpl^fcj  tnt4e  AU  tKe***  SnooiaTeuiences 
would  probable  not  interfere  with  the  valme  *  of  the  exports 
and  imports;  thej  would  only  prerent  the  rerjr  best  distri- 
bution of  the  capital  of  the  whole  world«  whidi  ii  nerer  so 
well  reguhited*  as  when  ererj  commoditj  is  f reelj  allowed 
to  settle  at  its  natural  price,  unfettered  by  artificial  re- 
•traints.* 

Although  then  the  rise  in  the  price  of  most  of  our  own 
commodities,  would  for  a  time  check  exportation  generalljr. 
and  might  permanentlj  prevent  the  exportation  of  a  few 
commodities,  it  could  not  materiallj  interfere  with  foreign 
trade,  and  would  not  place  us  under  anj  comparatire  dis- 
advantage as  far  as  regarded  competition  in  foreign 
marki^s. 

'  [This  word  should  be  noticed.  It  is  the  key  to  the  whole  dls- 
cuasion.] 

*  [There  would  further  be  a  tendency  for  both  capital  and  labour 
to  seek  a  country  where  they  might  engage  in  production  under 
less  diBsdvaatageous  conditions.] . 


^ 


CHAPTER  X.— TAXES   ON  RENT. 

§62. 
A  TAX  on  rent  would  affect  rent  only ;  it  would  fall 
^^  whoUj  on  landlords,  and  could  not  be  shifted  to  any 
class  of  oonsumers.  The  landlord  could  not  raise  his  rent, 
because  he  would  leaye  unaltered  the  difference  between 
the  produce  obtained  from  the  least  productiye  land  in 
eultiTaiion,  and  that  obtained  from  land  of  ererj  other 
quality.  Three  sorts  of  land.  No.  1,  2,  and  3,  are  in  cul- 
tiTation,  and  yield  respectively  with  the  same  labour,  180, 
170,  and  160  quarters  of  wheat ;  but  No.  3  pays  no  rent, 
and  is  therefore  imtaxed :  the  rent  then  of  No.  2  cannot  be 
made  to  exceed  the  value  of  ten,  nor  No.  1,  of  twenty 
quarters.  Such  a  tax  could  not  raise  the  price  of  raw 
produce,  because  as  the  cultivator  of  No.  3  pays  neither 
rent  nor  tax,  he  would  in  no  way  be  enabled  to  raise 
the  price  of  the  commodity  produced.  A  tax  on  rent 
would  not  discourage  the  cultivation  of  fresh  land,  for  such 
land  pays  no  rent,  and  would  be  untaxed.  If  No.  4  were 
taken  into  cultivation,  and  yielded  150  quarters,  no  tax 
would  be  paid  fur  such  land;  but  it  would  create  a  rent  of 
ten  quarters  on  No.  8,  which  would  then  commence  paying 
theUx. 

§  63.  A  tax  on  rent,  as  rent  is  constituted,  would  dis- 
ooormge  cultivation,  because  it  would  be  a  tax  on  the  profiu 
of  the  landlord.  The  term  rent  of  land,  as  I  have  elsewhere 
obeerred,'  ia  applied  to  the  whole  amount  of  the  value  paid 

(124.1 
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&ad  cfcai  wkkk  m  ^^ii  io€  tht  ^wt  ^  tht  traHdiags*  and  the 
i»^nmgif  u  v^kk  %;t  nude  br  tlie  badbfii'i  «to^. 
Tfe  iKtter  vovld  cither  be  cmlkd  U&e  reat  of  hoitte  aad 
or  o&  aU  9€^  kad  taken  imlo  cuItiTadoti,  tudi 
wQold  be  erected,  and  improYcmia^la  «tmld  be 
t  hj  tbe  lenaaC  aad  not  br  t^  laodlord.  The  land- 
lofd'i  capital  nj^t  iaJooJ.hf  leallT  employ^  for  tluLt 
pttpoae ;  it  nuf^  ba  aowaallf  ejcpexidad  b j  tbe  teaant, 
tbe  laikdloffd  funuabiag  bim  witJi  tbe  meuki,  eitl^CT  io  tke 
ahape  of  a  loan,  or  in  tbe  purcliafie  of  an  annmtT  for  the 
dttratioo  of  th«  Leaae.   Wbetber  diatin^sbed  or  not,  there 
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k  a  iwl  differanoe  between  the  iMtiire  of  the  oompenaatioi^ 
wUeh  the  luidloid  leeeiTee  for  theee  different  objects ;  and 
H  is  qinite  eertain,  that  a  tax  on  the  real  rent  of  hmd  falls 
whoDj  oo  the  kodlord,  but  that  a  tax  on  that  rsmunera- 
tioii  which  the  landlord  receiyes  for  the  use  of  his  stodc  ex- 
pended oo  the  farm,  falls,  in  a  progressiTe  conntrj,  on.  the 
eoBsmner  of  raw  prodooe.  If  a  tax  were  laid  on  rent,  and 
BO  means  of  separating  the  remnneration  now  paid  by  the 
tenant  to  the  landlord  under  the  name  of  rent,  were  adopted, 
the  tax,  as  fur  as  it  regarded  the  rent  on.the  buildings  and 
other  fixtores,  would  nerer  fall  for  any  length  of  time  on 
the  landlord,  but  on  the  consumer.  The  c^>ital  expended 
en  these  buildings,  etc^  must  afford  the  usual  profit  of 
stodc ;  but  it  would  cease  to  afford  this  profit  on  the  land 
kst  cuUiTated,  if  the  expenses  of  those  buildings,  etc*  did 
not  bU  <m  the  tenant;  and  if  they  did,  the  tenant  would 
then  csass  to  make  his  usual  profits  of  stock,  unless  he 
could  chaige  them  on  the  consumer. 


a€  •ob^,  wbere 
£^iiztj  of  pt^ 
ib^  mae  ia  thetr 
te  it  ui  iiLTAimbla 
la 
wkiA  grmt  im- 
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pfOTements  are  made  in  agriculture,  aod  where  con- 
•equently  raw  produce  will  fall  in  ralue  comparatiTelj 
with  other  things,  tithes  will  be  a  lighter  tax  than  a  per- 
manent monej  tax ;  for  if  the  price  of  com  should  fall 
from  jM  to  in,  the  tax  would  fall  from  eight  to  six  shil- 
lings.  In  a  progressiye  state  of  society,  jet  without  any 
marked  improrements  in  agriculture,  the  price  of  com 
would  rise,  and  tithes  would  be  a  heaTier  tax  than  a  per- 
manent money  tax.  If  com  rose  from  jM  to  ^65,  the 
tithes  on  the  same  land  would  adTance  from  eight  to  ten 
shillings. 

Neither  tithes  nor  a  money  tax  will  affect  the  money 
rent  of  landlords,  but  both  will  materially  affect  com  rents. 
We  haTe  already  obsenred  how  a  money  tax  operates  on 
com  rents,  and  it  is  equally  erident  that  a  similar  effect 
would  be  produced  by  tithes.  If  the  lands,  No.  1,  2,  3, 
respectiTely  produced  180,  170,  and  160  quarters,  the 
rents  might  be  on  No.  1,  twenty  quarters,  and  on  No.  2, 
ten  quarters ;  but  they  would  no  longer  preserve  that  pro- 
portion after  the  payment  of  tithes:  for  if  a  tenth  be 
taken  from  each,  the  remaining  produce  will  be  162,  153, 
144,  and  consequently  the  corn  rent  of  No.  1  will  be  re- 
duced to  eighteen,  and  that  of  No.  2  to  nine  quarters. 
But  the  price  of  com  would  rise  from  j64  to  j64  8«.  \Q\d. ; 
for  144  quarters  are  to  X4  as  160  quarters  to  jM  8«.  10)(2., 
and  consequently  the  money  rent  would  continue  un- 
altered ;  for  on  No.  1  it  would  be  Je80,'  and  on  No.  2, 
X40.' 

The  chief  objection  against  tithes  is,  that  they  are  not  a 
permanent  and  fixed  tax,  but  increase  in  Talue,  in  propor- 
tion as  the  difficulty  of  producing  com  increases.  If  those 
difficulties  should  make  the  price  of  com  J64,  the  tax  is 
8i.,  if  they  should  increase  it  to  X5,  the  tax  is  lOf.,  and  at 
X6,  it  is  12#.  They  not  only  rise  in  ralue,  but  they 
inerease  in  amount:  thus,  when  No.  1  was  eultiTated,  the 

■  18  Qmarteni  at  44  8a  lOfef.  •  0  Quartem  at  £4  8s.  \^\A. 
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<ihniiiiiKad  demmnd  for  land,  which  such  a  bounty  mutt 
enooiunge.  imported  com  were  also  taxed,  in  an  equal 
degree  with  com  grown  at  home,  and  the  prodace  paid  to 
the  State,  no  measure  could  be  more  fair  and  equitable ; 
anoe  whaterer  were  paid  to  the  State  by  thie  ta^  would 
go  to  diminish  the  other  taxes  which  the  expenses  of 
Ooremnient  make  necessary:  but  if  such  a  tax  were 
devoted  only  to  increase  the  fund  paid  to  the  church,  it 
might  indeed  on  the  whole  increase  the  general  mass  of 
production,  but  it  would  diminish  the  portion  of  that  mass 
allotted  to  the  productiTe  classes. 

If  the  trade  of  cloth  were  left  perfectly  free,  our  manu- 
facturers might  be  able  to  sell  cloth  cheaper  than  we  could 
import  it  If  a  tax  were  laid  on  the  home  manufacturer, 
and  not  on  the  importer  of  cloth,  capital  might  be  injuri- 
ously driyen  from  the  manufacture  of  cloth  to  the  manu- 
facture of  some  other  commodity,  as  cloth  might  then  be 
imported  cheaper  than  it  could  be  made  at  home.  If  im- 
ported cloth  should  also  be  taxed,  cloth  would  SLgain  be 
manufactured  at  home.  The  consumer  first  bought  cloth 
at  home,  because  it  was  cheaper  than  foreign  cloth ;  be 
then  bought  foreign  cloth,  because  it  was  cheaper  untaxed 
than  home  cloth  taxed :  he  Ustly  bought  it  again  at  home, 
because  it  was  cheaper  when  both  home  and  foreign  cloth 
were  taxed.  It  is  in  the  last  case  that  he  pays  the 
greatest  price  for  his  cloth,  but  all  his  additional  payment 
is  gained  by  the  State.  In  the  second  case,  he  pays  more 
thu  in  the  first,  but  all  he  pays  in  addition  is  not  received 
by  the  State,  it  is  an  increased  price  caused  by  difficulty  of 
production,  which  is  incurred,  because  the  easiest  means  of 
production  are  taken  away  from  us,  by  being  fettered 
with  a  tax. 


vBtil  tke  priee  of  oicm  ibaE  kAY<e  riKB,  ia  CQBnq[acaes  of 
<ifWiifMi,  wfififdy  to  ■iiwi  tht—g^l  piofit ;  or  H^Jtrtrnkj 
cmpiojcd  on  sa^  faiBd,  it  will  qint  il»  to  seek  a  man  ad* 
^afitagcono  emplojBCBt.  TW  tax  caaaoi  be  wof f  d  to  the 
hadlord,  for  bj  tke  wippooition  bo  neeiwm  bo  real  Siidi 
A  tax  maj  be  proportioiicd  to  the  qmhtf  of  tbe  kad  and 
tbe  abiiiidAn«e  of  ito  produee,  and  then  it  diAen  m  ao  ro* 
Mpect  from  txtbeo ;  or  it  wmj  be  a  fixed  tax  per  aero  oa  all 
had  cnltiTated,  wbaterer  its  quality  maj  boi 

S  S7.  A  land-tax  of  thio  latter  deocriptaoo  would  be  a 
Terj  uneqiial  tax«  and  would  be  contrary  to  one  of  the  four 
maxinn  with  regard  to  taxeo  in  general,  to  which«  aooord 


^ 
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niCtoAdAaSiiutli,*  aU  UxMdioiildconfoniL    The  four 
■iiinm  T>  ai  foBaw ; 

L  "  The  subjecU  of  erery  state  ought  to  contribute 
towards  the  support  of  the  goremment,  as  nearlj 
as  possible  in  proportion  to  their  lespectiTe  abili- 


S.  **  The  tax  which  each  indiridual  is  bound  to  paj  ought 

to  be  certain  and  not  arbitnury. 
S.  **  Erery  tax  ought  to  be  leried  at  the  time,  or  in  the 

manner  in  which  it  is  most  likely  to  be  couTenient 

for  the  contributor  to  pay  it 
4.  **  Ereiy  tax  ought  to  be  so  contriTcd  as  both  to  take 

out  and  to  keep  out  of  the  pockets  of  the  people  as 

little  as  possible*  orer  and  aboTc  what  it  brings  into 

the  public  treasury  of  the  State.** 

An  equal  land-tax,  imposed  indiscriminately  and  with« 
out  any  regard  to  the  distinction  of  its  quality,  on  all  land 
eultin^ted,  will  raise  the  price  of  com  in  proportion  to 
the  tax  paid  by  the  cultirator  of  the  land  of  the  worst 
quality.  Lands  of  different  quality,  with  the  employment 
of  the  same  capital,  will  yield  Tery  different  quantities  of 
raw  produce.  If  on  the  land  which  yields  a  thousand 
quarters  of  com  with  a  giren  capital,  a  tax  of  jCIOO  be 
laid,  com  will  rise  2«.  per  quarter  to  compensate  the 
Csrmer  for  the  tax.  But  with  Uie  same  capital  on  land  of 
a  better  qualitj,  2,000  quarters  may  be  produced,  which  at 
2f .  a  quarter  sdrsnce,  would  giro  Je200 ;  the  tax,  howeTer, 
bearing  equally  on  both  lands  will  be  XlOO  on  the  better 
as  well  as 'on  the  inferior,  and  consequently  the  consumer  ) 
of  eon  will  be  taxed,  not  only  to  pay  the  exigencies  of  the 
Stale,  but  also  to  giro  to  the  cultirator  of  the  better  land, 
jBIOO  per  annum  during  the  period  of  his  lease»  and  after- 

'  [Bk.  T.,  e.  iL,  p^  947  b-MS.] 
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tbfej  were  laid  on  the  land  itself  in  the  f oim  of  land-tax  or 
titheit  or  oo  the  produce  of  the  land,  or  were  taken  from 
the  profite  of  the  farmer,  were  aU  inTariabl  j  paid  bj  the 
landloid,  and  thai  he  waa  in  aU  caaes  the  real  contributor, 
Although  the  tax  waa,  in  general,  nominally  advanced  bj 
the  tenant.  **  Taxea  upon  the  produce  of  the  land,**  he 
aaji,  ^'aie  in  reality  taxea  upon  the  rent;  and  though 
thej  maj  be  originally  adranced  by  the  farmer,  are  finally 
paid  by  the  landlord.  When  a  certain  portion  of  the 
pioduoe  is  to  be  paid  away  for  a  tax,  the  farmer  computes 
as  wen  as  he  can,  what  Uie  Talue  of  this  portion  is,  one 
year  with  another,  likely  to  amount  to,  and  he  makes  a 
proportionable  abatement  in  the  rent  which  he  agrees  to 
pay  to  the  landlord.  There  is  no  farmer  who  does  not 
compute  beforehand  what  the  church-tithe,  which  is  a 
land-tax  of  this  kind,  is,  one  year  with  another,  likely  to 
amount  to-"'  It  is  undoubtedly  true,  that  the  farmer 
does  calculate  his  probable  outgoings  of  all  descriptions, 
when  agreeing  with  his  landlord  for  the  rent  of  his  farm  ; 
and  if  for  the  tithe  paid  to  the  church,  or  for  the  tax  on 
the  produce  of  the  land,  be  were  not  compensated  by  a 
rise  in  the  relatire  ralue  of  the  produce  of  his  farm,  he 
would  naturally  endearour  to  deduct  them  from  his  rent 
But  this  is  precisely  the  question  in  dispute :  whether  be 
will  erentually  deduct  them  from  his  rent,  or  be  com- 
pensated by  a  higher  price  of  produce.  For  the  reasons 
which  hare  been  already  giren,  I  cannot  have  the  least 
doubt  but  that  they  would  raise  the  price  of  produce, 
and  consequently  that  Adam  Smith  has  taken  an  incorrect 
new  of  this  import&nt  question. 

Dr.  Smith's  riew  of  this  subject  is  probably  the  reason 
why  he  has  described  **  the  tithe,  and  erery  other  land-tax 
€i  this  kind,  under  the  appearance  of  perfect  equality,  as 
veiy  unequal  taxes ;  a  certain  portion  of  the  produce  being 

*  [Bk.  Y.,e.  iL.p.358h] 
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of  tba  State.  Taxation  has  happily  nerer  yet  in  any  free 
eonntzy  been  carried  to  far  at  constantly  from  year  to  year 
to  diminiah  its  ci^itaL  Such  a  state  of  taxation  could  not 
be  long  endured ;  or  if  endured,  it  would  be  constantly 
absorbing  so  much  of  the  annual  produce  of  the  countiy 
as  to  occasion  the  most  extensiTc  scene  of  misexyt  faminet 
and  depopulation. 

''A  huid-tax,'*  says  Adam  Smith,  "which,  like  that  of 
Great  Britain,  is  assessed  upon  each  district  according  to 
a  certain  iuTariable  canon,  though  it  should  be  equal  at 
the  time  of  its  first  establishment,  necessarily  becomes 
unequal  in  process  of  time,  according  to  the  unequal 
degrees  of  improTcment  or  neglect  in  the  cultivation  of 
the  different  parts  of  the  country.  In  England  the  valua- 
tion according  to  which  the  different  counties  and  parishes 
were  assessed  to  the  land-tax  by  the  4th,  William  and 
Mary,  was  very  unequal,  even  at  its  first  establishment, 
^lis  tax,  therefore,  so  far  offends  against  the  first  of  the 
four  maxims  above  mentioned.  It  is  perfectly  agreeable 
to  the  other  three.  It  is  perfectly  certain.  The  time  of 
payment  for  the  tax  being  the  same  as  that  for  the  rent,  is 
as  convenient  as  it  can  be  to  the  contributor.  Though  the 
landlord  is  in  all  cases  the  real  contributor,  the  tax  is 
commonly  advanced  by  the  tenant,  to  whom  the  landlord 
is  obliged  to  allow  it  in  the  payment  of  the  rent." ' 

If  the  tax  be  shifted  by  the  tenant  not  on  the  landlord 
but  on  the  consumer,  then  if  it  be  not  unequal  at  first,  it 
can  never  become  so ;  for  the  price  of  produce  has  been  at 
once  raised  in  proportion  to  the  tax,  and  will  afterwards 
vary  no  more  on  that  account.  It  may  offend,  if  unequal, 
as  I  have  attempted  to  show  that  it  will,  against  the  fourth 
maxim  above  mentioned,  but  it  will  not  offend  against  the 
first  It  may  take  more  out  of  the  pockets  of  the  people 
than  it  brings  into  the  public  treasury  of  the  State,  but  it 

«  [Bk.  v.^cii,  p.340b.] 
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wiQ  Bot  Ul  vaequlfy  m  uijr  putkulix  claw  of  em* 
M.  &j  App«ftn  lo  iii«  to  have  mktaken  the 
mad  effiMts  of  1^  Fng^'*^  laDd-t&x,  when  h«  cftj«, 
^  Mjiaj  penoe«  mttribvlft  to  iils  fixed  vilaa£i&ii«  the  griftt 
prqsfierilj  of  bglish  ftgncoltttrc.  11^  it  his  reir  mui:li 
coaml^oled  to  ti  Uwn  c&n  be  no  dottbt.  But  wbmt  abould 
we  Mf  to  ft  GcTtramcott  wbidi,  iddiamug  itMtM  to  a 
uKftll  tna«r,  ihiKiU  bi^  tlik  It^a^e:  *  With  &  mall 
capital  joQ  an  eanjii^  «a  a  b^lii  trade.  mt>d  joiir 
diT^ct  ODOtiilNitioa  t»  in  eonsec^Qe&ioe  Terr  sm&lL  Borpow 
aDd  bceumukte  capital  i  extetid  joor  tnhde.  eo  that  it  maj^ 
pfoci&re  jou  imtiinwr  pmfita  -  jei  joa  mhaU  sever  paj  a 
greater  contrilHitioa.  MonoTer,  whm  jMtr  taeeesaovm 
iLal]  mheiit  jour  proita,  aad  «ikal]  hftvi  tether  iocreaaed 
them^  thej  ihaU  not  be  Ymlaed  higher  to  theto  thaa  thejp 
are  to  jou  ;  and  jour  meo^iots  thaU  not  bear  a  greater 
poTtian  of  the  publk  biudeas.' 

**  Withc^ut  doubt  thia  wooJd  be  a  great  encouimgement 
g^?ea  to  manufactures  and  trade ;  but  would  it^be  just  ¥ 
CoaM  not  their  adTaDcenoeat  be  obtamed  at  aajv  other 
pfioe  V  In  England  it«elf ,  has  not  manufactimng  And  * 
ooaamefcial  industry  made  even  greater  progreu^  ain^  tlitt 
ftame  period,  without  being  diitingtiiKhed  with  ao  much 
paitialitjF  A  landlord  bj  Ms  aasiduitj,  economj,  and 
ckiiL  increasee  hia  annual  reTenue  bj^  5,000  franca.  If  tho 
State  claim  of  him  the  fifth  part  of  hia  augmented  income^ 
will  there  not  remain  4,000  franes  of  increase  to  stimnl&t« 
hie  further  exertione  ?  ** ' 

M.  Saj  aup poses,  "  A  landlord  bj  hii  assiduitj,  economy  ■ 
and  skill,  to  increase  his  annual  rerenue  bj  5,000  franca  ;'^ 
but  a  landlord  has  no  means  of  emplojing  his  aasiduitj. 
economy  and  skill  on  hia  land,  unless  he  £arms  it  himself ; 
and  then  it  is  in  quality  of  capitalist  and  farmer  that  be 


"[^Mp  334.1 
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the  impEoremant,  aod  not  in  quality  of  landlord. 
It  is  not  oonenTabla  that  he  could  to  augment  the  produce 
of  his  £urm  hj  majpecMar  ekill  on  his  part,  without  first 
increasing  the  quantity  of  capital  employed  upon  it.  If 
he  increased  the  capitsl,  his  hurger  reTenue  might  bear  the 
Mune  proportion  to  his  increased  capital,  as  the  rerenue  of 
all  other  farmers  to  their  capitals. 

If  M.  Say's  suggestion  were  followed,  and  the  State 
were  to  daim  the  fifth  part  of  the  augmented  income  of 
the  fanner,  it  would  be  a  partial  tax  on  farmers,  acting  on 
their  profits,  and  not  affecting  the  profits  of  those  in  other 
employments.  The  tax  would  be  paid  by  aU  lands,  by 
those  which  yielded  scantily  as  well  as  by  those  which 
yielded  abundantly ;  and  on  some  lands  there  could  be  no 
compensation  for  it  by  deduction  from  rent,  for  no  rent  is 
paid.  A  partial  tax  on  profits  nerer  falls  on  the  trade  on 
which  it  is  laid,  for  the  trader  will  either  quit  his  employ- 
ment, or  remunerate  himself  for  the  tax.  Now  those  who 
pay  no  ret,t  could  be  recompensed  only  by  a  rise  in  the 
price  xrf  produce,  and  thus  would  M.  Say's  proposed  tax 
tall  on  the  consumer,  and  not  either  on  the  landlord  or 
farmer. 

If  the  proposed  tax  were  increased  in  proportion  to  the 
increased  quantity  or  Talue,  of  the  gross  produce  obtained 
from  the  land,  it  would  differ  in  nothing  from  tithes,  and 
would  equally  be  transferred  to  the  consumer.  Whether 
then  it  fell  on  the  gross' or  on  the  net  produce  of  land,  it 
would  be  equally  a  tax  on  consumption,  and  would  only 
affect  the  bmdlord  and  farmer  in  the  same  way  as  other  \ 
taxes  on  raw  produce. 

If  no  tax  whateTer  had  been  laid  on  the  land,  and  the 
same  sum  had  been  raised  by  any  other  means,  agriculture 
would  hare  flourished  at  least  as  well  as  it  has  done ;  for 
it  is  impossible  that  any  tax  on  land  can  be  an  eneaura^ 
tnmi  to  agriculture;  a  moderate  tax  may  not,  and  probably 
does  not,  greatly  prerent,  but  it  cannot  encourage  produo- 


to 


lite 

IL  ftf  ■!%  *71ik  &o4«  if  tmtwi  ippmn  td  bt 

it  tolallT  ka^«i  out  of  canadenUka  tke 

ihe  prodneer ;  it  it  propcrtkMied  to  A* 

tbe  Dei  rereiiiieL     Two  •yicnhnimliiti  ciihxYato 

kinds  of  rmw  produce:  one  cuhmtes  cofB  on  »yjUiK«»y 

kzid«  his  expenses  amounting  tamoMltj  on  an  a^tengo  to 

8,000  fnncs :  the  rmw  prodnee  from  his  knds  seDs  lor 

12.000  fnuics;  he  has  then  a  net  rerenno  of  4w000  ffranet, 

**  His  nei^boor  has  pasture  or  woodland,  whi^  bongs 
in  ererj  jear  a  like  som  of  12,000  francs,  hot  his  fn>fnia 
UBoimt  onlj  to  2,000  francs.  He  has  thenfoio  on  an 
arerage  a  net  rerenne  of  10,000  franca. 

~  A  law  ordains  that  a  twelfth  of  the  produce  of  all  the 
fruits  of  the  earth  be  leried  in  kind,  whatever  thej  may 
be.  From  the  first  is  taken  in  cooseqnenoe  of  this  law, 
oora  of  the  ralne  of  1,000  francs ;  and  from  the  second, 
Uj,  cattk,  or  wood,  of  the  same  Talne  of  1,000  francs. 
^Vhat  has  happened?  From  the  one,  a  quarter  of  his  net 
income  4w000  francs,  has  been  takm;  from  the  other, 
^Hiose  income  was  10,000  francs^  a  tenth  only  has  been 
taken.  Inoome  is  the  net  profit  which  remains  after  re. 
pbeing  the  capital  ezaetty  in  ito  former  state.  Has  a 
MT^ant  an  income  equal  to  all  the  sales  which  he  makes 
is  the  coarse  of  aTsarP  certainlj  not;  his  income  only 
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amoimts  to  the  excest  of  hU  salei  above  hiB  advances, 
•ad  it  is  on  this  exoeM  oalj  that  taxes  on  income  should 

IL  Say's  error  in  the  aboTe  passage  lies  in  supposbg 
that  bseanse  the  value  of  the  produce  of  one  of  these  two 
hrmM,  after  reinstating  the  capital*  is  greater  than  the 
value  d  the  produce  of  the  other,  on  that  account  the  net 
income  of  the  cultivators  will  differ  by  the  same  amount 
Tlie  net  income  of  the  landlords  and  tenants  together  of 
the  vrood  land,  may  be  much  greater  than  the  net  income 
of  the  landlords  and  tenants  of  the  com  land  i  but  it  is  oo 
aceoottt  of  the  difference  of  rent,  and  not  on  account  of 
the  difference  in  the  rate  of  profit  M.  Say  has  whoUj 
OButted  the  consideration  of  the  different  amount  of  rent, 
which  these  cultivators  would  have  to  pay.  There  cannot 
be  two  rates  of  profit  in  the  same  employment,  and  there- 
fore when  the  vidue  of  produce  is  in  different  proporUoni 
to  cqpttaL  it  is  the  rent  which  will  differ,  and  not  the 
profit  Upon  what  pretence  would  one  man  with  a  capital 
of  2,000  francs,  be  allowed  to  obtain  a  net  profit  of  10,000 
firaacs  from  its  employment,  whilst  another,  with  a  capital 
of  8,000  francs,  would  only  obtain  4,000  francs  P  Let 
X.  Say  make  a  due  allowance  for  rent ;  let  him  further 
allow  for  the  effect  which  such  a  tax  would  have  on  the 
prices  of  these  different  kinds  of  raw  produce,  and  he  will 
then  perceive  that  it  is  not  an  unequal  tax,  and  further 
thai  the  producers  themselves  will  no  otherwise  contribute 
to  it»  than  a^y  other  class  of  consumers. 

» [Md.,  pp.  144,  S60.1 


CHAPTER  XUL— TAXES  ON  GOLDi 

§  eo. 

n^HB  riae  m  the  priae  of  commodities,  iii  conBequence  af 
^    taxAtioa  or  of  difHcuUy  of  production,  will  isk  all  cftses 
tiltim&ieljr  entue ;  but  tbe  dur&tion  of  tlie  interviLl»  before 
tho  market  prioe  will  i^onform  to  tbe  iiatura.1  price,  muet 
depend    on    tbe   nature   of   tbe  commodity,  and  on  the 
facility  witb  which  it  can  be  reduced  in  quantity.    If  the 
quantity  of  the  commodity  taxed  could  not  be  diminiahed* 
if  the  capital  of  the  farmer  or  of  the  hatter  for  instanoe* 
could  not  be  withdrawn  to  other  emplojrments,  it  would  be 
of  no  consequence  that  their  profits  were  reduced  below 
the  general  level  by  means  of  a  tax ;  unless  the  demand 
for  their  commodities  should  increase,  they  would  never  be 
able  to  elevate  the  market  price  of  com  and  of  hats  up  to 
their  increased  natural  price.     Their  threats  to  leave  their 
employments,  and  remove  their  capitals  to  more  favoured 
trades,  would  be  treated  as  an  idle  menace  which  could  not 
be  carried  into  effect ;  and  consequently  the  price  would 
not  be  raised  by  diminished  production.     Commodities* 
however,  of  all  descriptions  can  be  reduced  in  quantity, 
and  capital  can  be  removed  from  trades  which  are  less 
profitable  to  those  which  are  more  so,  but  with  different 
degrees  of  rapidity.    In  proportion  as  the  supply  of  a 
particular  commodity  can  be- more  easily  reduced,  without 
inconvenience  to  the  producer,  the  price  of  it  will  more 
quickly  rise  after  the  difficulty  of  its  production  has  been 
increased  by  taxation,  or  by  any  other  means.    Com  being 
a  commodity  indispensably  necessary  to  every  one,  little 
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effect  will  be  produced  on  the  demand  for  it  in  con. 
■equenoe  of  a  tax,  and  therefore  the  tupplj  would  not 
probaUy  be  long  excessire,  even  if  the  producers  had 
great  diiBcnltj  in  remoTing  their  capitals  from  the  land. 
F6r  this  reason,  the  price  of  com  will  speedilj  be  raised  hj 
taxation,  and  the  farmer  will  be  enabled  to  transfer  the 
tax  from  himself  to  the  consumer. 

If  the  mines  which  supply  us  with  gold  were  in  this 
,  eonntiy,  and  if  gold  were  taxed,  it  could  not  rise  in 
reUtiTe  value  to  other  things,  till  its  quantity  were  re- 
duced. This  would  be  more  particularly  the  case,  if  gold 
were  used  exdusiTely  for  money.  It  is  true  that  the  least 
productire  mines,  those  which  paid  no  rent,  could  no 
longer  be  worked,  as  they  could  not  afford  the  general 
rate  of  profits  till  the  rektire  Talue  of  gold  rose,  by  a  sum 
^ual  to  the  tax.  The  quantity  of  gold,  and,  therefore, 
the  quantitj  of  money  would  be  slowly  reduced :  it  would 
be  a  little  diminished  in  one  year,  a  little  more  in  another, 
and  finally  its  Talue  would  be  raised  in  proportion  to  tbe 
tax ;  but  in  the  interral,  the  proprietors  or  holders,  at 
they  would  pay  the  tax,  would  be  the  sufferers,  and  not 
those  who  used  money.  If  out  of  erery  1,000  quarters  of 
wheat  in  the  country,  and  every  1,000  produced  in  future, 
OoTemment  should  exact  100  quarters  as  a  tax,  the  re- 
maining 900  quarters  would  exchange  for  the  same 
quantity  of  other  commodities  that  1,000  did  before  ;  but 
if  the  same  thing  took  place  with  respect  to  gold,  if  of 
erery  j61,000  money  now  in  the  country,  or  in  future  to  be 
brought  into  it»  OoTemment  could  exact  JCIOO  as  a  tax, 
the  remaming  £900  would  purchase  very  littie  more  than 
JB900  purchased  before.  The  tax  would  fall  upon  him, 
whose  property  consisted  of  money,  and  would  continue  to 
do  so  till  iu  quantity  were  reduced  in  proportion  to  tbe 
increased  cost  of  its  production  caused  by  the  tax. 

{  70.  This,  perhaps,  would  be  more  particularly  the 
case  with  respect  to  a  metal  used  for  money,  than  any 
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c»tlier  commodity  ;  because  the  demand  far  monej  is  not 
for  a  definite  quantity,  a«  is  the  dematid  for  clothes,  or 
for  food.*  The  demand  for  money  is  regulated  ^tirely  bj 
its  Tolue^  and  its  raJue  by  its  quaatitj.  If  ^Id  wem  of 
doable  the  value,  half  the  quantity  would  perform  the 
nunc  functtoos  in  circulation,  and  if  it  were  of  half  the 
falue,  double  the  quantity  would  bo  required*  If  the 
market  value  of  com  be  increased  one  tenth  by  tascationt 
or  by  difficulty  of  productioup  it  is  doubtful  whether  any 
fffect  whatever  would  be  produced  on  the  quantity  eoa* 
iumed,  becauae  every  man's  want  is  for  a  definite  quantity ^ 
ftjidr  therefore,  if  he  ha«  the  means  of  purchafiing,  he  will 
continue  to  consume  iM  before  i  but  for  money,  the 
de^nand  is  exactly  praportioued  to  its  value.  No  man 
could  consume  twice  the  quantity  of  com,  which  it  usuallj 
necessary  for  hit  support,  but  every  man  purchasing  and 
selling  only  the  same  quantity  of  goods,  may  be  obliged  to 
employ  twice,  thrice,  or  any  number  of  times  the  same 
quantity  of  money. 

^  [The  argument  seems  somewhat  confused,  since  a  diminution 
in  the  demand  for  money  (gold)  only  takes  place  as  its  value  rises; 
and  therefore  the  value  of  the  £900  left  (see  ahove)  would  con- 
Unnally  tend  to  increase.  All  we  can  say  is,  that  it  would  not 
increase  so  much  as  if  the  demand  measured  quantitatively  were 
IsM  dependent  on  the  value  of  the  money  (gold),  and  ahsolutely 
inelastic 

Ricardo*s  main  position  is,  however,  perfectly  sound.  Tlie  real. 
ralue  or  cost  of  production  value  of  a  commodity  heing  increased 
by  taxation,  the  rapidity  with  which  the  market  value  will 
conform  to  this  new  real  value  will  depend  on  (a)  the  facility  or 
difticultyof  diminishing  the  supply ;  (6)  the  inelasticity  or  elasticity 
of  the  demand.  Now,  in  the  case  of  gold,  the  supply  or  quantity 
in  the  market  changes  but  slowly,  while  the  demand  is  singularly 
flexibla  But  we  must  note,  as  above,  that  the  demand  depends  on 
the  value.  Of  course  it  is  possible  that  a  change  in  habit  might 
lead  to  an  increased  rapidity  of  circulation,  and,  therefore,  to  a 
dsdjease  in  the  quantitative  demand.  This  cannot,  however,  be 
aasaroed.] 


U. 
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Tha  Argument  which  I  hare  just  been  using,  applies 
onlj  to  thoM  states  of  society  in  which  the  precious  metals 
are  used  for  money*  snd  where  paper  credit  is  not  estab- 
lishad.  The  metal  gold»  like  all  other  commodities,  has 
its  Talue  in  the  market  ultimately  regelated  by  the  com- 
paratire  fiuality  or  difficulty  of  producing  it ;  and  although 
from  its  durable  nature,  and  from  the  difficulty  of  re- 
dudng  its  quantity,  it  does  not  readily  bend  to  Tariationi 
in  its  market  Talue,  yet  that  difficulty  is  much  increased 
from  the  circumstance  of  its  being  used  as  money.  If 
the  quantity  of  gold  in  the  market  for  the  purpose  of 
eommeroe  only,  were  10,000  ounces,  and  the  consumption 
in  our  manufactures  were  2,000  ounces  annually,  it  might 
be  raised  one  fourth,  or  25  per  cent,  in  its  ralue,  in  one 
year,  by  withholding  the  annual  supply;  but  if  in  cod- 
sequence  of  its  being  used  as  money,  the  quantity  em- 
ployed were  100,000  ounces,  it  would  not  be  raised  one 
fourth  in  Talue  in  less  than  ten  years.  As  money  made 
of  paper  may  be  readily  reduced  in  quantity,  its  ralue, 
though  its  standard  were  gold,  would  be  increased  ai 
rapidly  as  that  of  the  metal  itself  would  be  increased,  if 
the  metal,  by  forming  a  very  small  part  of  the  circulation, 
had  a  very  slight  connexion  with  money. 

§  71.  If  gold  were  the  produce  of  one  country  onlj, 
and  it  were  used  uniTersally  for  money,  a  very  consider- 
able tax  might  be  imposed  on  it,  which  would  not  fall  on 
any  country,  except  in  proportion  as  they  used  it  in  manu- 
factures, and  for  utensils;  upon  that  portion  which  wai 
used  for  money,  though  a  large  tax  might  be  received, 
nobody  would    pay    it.'      This  is  a  quality  peculiar  to 

'  [The  tax  here  eonsidered  is  one  on  production.  As  is  pointed 
9m%  a  page  or  two  farther  on,  there  would  be  an  undeniable  tndi- 
Tidnal  loss  inflicted  on  the  owners  of  those  mines  which  would  fsU 
into  disuse.  Furthermore  there  would  be  some  temporary  Iomm, 
while  it  Bkay  be  questiooed  whether  all  eountries  would  not  bt 
iaeonvenisiioed  bj  having  to  oonduct  their  business  with  an  is- 
sniinisat  currency.] 
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monej.  All  oUmt  commodtttes  of  which  there  exUU  & 
limited  quantiij,  and  which  c&tinot  be  increased  by  oom- 
petition*  are  dependent  for  their  value,  on  the  tastes,  the 
caprice,  and  the  power  of  purchasers ;  but  money  is  a 
commodity  which  no  country  has  any  wish  or  neoesatty  to 
increase:  no  more  advantage  results  from  using  twemtjr 
millions,  than  from  using  ten  millions  of  currency.  A 
country  might  hare  a  monopoly  of  silk,  or  of  wine,  and 
jet  the  prices  of  silks  and  wine  might  fall,  because  from 
caprice  or  fashion,  or  taste,  doth  and  brandy  might  be 
preferred,  and  substituted ;  the  same  effect  might  in  a 
degree  take  place  with  gold,  as  far  as  its  use  is  con£ned  to 
manufactures:  but  while  money  is  the  general  medium 
of  exchange,  the  demand  for  it  is  never  a  matter  of  choice, 
but  always  of  necessity :  you  must  take  it  in  exchange  for 
your  goods,  and,  therefore,  there  are  no  limits  to  the 
quantity  which  may  be  foroed  on  you  by  foreign  trade,  if 
it  fall  in  value ;  and  no  reduction  to  which  you  must  not 
submit,  if  it  rise.  You  may,  indeed,  substitute  paper 
money,  but  by  this  you  do  not,  and  cannot  lessen  the 
quantity  of  money,  for  that  is  regulated  by  the  ralue  of 
the  standard  for  which  it  is  exchangeable ;  it  is  only  by 
the  rise  of  the  price  of  commodities,  that  you  can  prevent 
them  from  being  exported  from  a  country  where  they  are 
purchased  with  little  money,  to  a  country  where  they  can 
be  sold  for  more,  and  this  rise  can  only  be  effected  by  an 
importation  of  metallic  money  from  abroad,  or  by  the 
creation  or  addition  of  paper  money  at  home.  If  then  the 
King  of  Spain,  supposing  him  to  be  in  exclusive  posses* 
sion  of  the  mines,  and  gold  alone  to  be  used  for  money» 
were  to  lay  a  considerable  tax  on  gold,  he  would  very 
much  raise  its  natural  value  ;•  and  as  its  market  value  in 
Europe  is  ultimately  regulated  by  its  natural  value  in 
Spanish  America,  more  commodities  would  be  given  by 
Europe  for  a  given  quantity  of  gold.  But  the  same 
quantity  of  gold  would  not  be  produced  in  America,  as  its 
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▼alue  would  only  be  increased  in  proportion  to  the  diminu- 
tion  of  quantity  conieqnent  on  its  increased  cost  of  pro- 
duction. No  more  goods  then  would  be  obtained  in 
America^  in  exchange  for  all  their  gold  exported,  than 
befove;  and  it  may  be  asked,  where  then  would  be  the 
benefit  to  Spain  and  her  Colonies  ?  The  benefit  would  be 
this,  that  if  less  gold  were  produced,  less  capital  would  be 
emplojed  in  producing  it ;  the  same  Talue  of  goods  from 
Europe  would  be  imported  by  the  employment  of  the 
smaller  capital,  that  was  before  obtained  by  the  employ- 
ment  of  the  larger ;  and,  therefore,  all  the  productions 
obtained  by  the  employment  of  the  capital  withdrawn 
from  the  mines  would  be  a  benefit  which  Spain  would 
deriTO  from  the  imposition  of  the  tax,  and  which  she  could 
not  obtain  in  such  abundance,  or  with  such  certainty,  by 
possessing  the  monopoly  of  any  other  commodity  what- 
erer.  From  such  a  tax,  as  far  as  money  was  concerned, 
the  nations  of  Europe  would  suffer  no  injury  whateTer; 
they  would  have  the  same  quantity  of  goods,  and  con- 
sequently  the  same  means  of  enjoyment  as  before,  but 
these  goods  would  be  circulated  with  a  less  quantity, 
because  a  more  yaluable  money. 

If  in  consequence  of  the  tax,  only  one  tenth  of  the 
present  quantity  of  gold  were  obtained  from  'the  mines, 
that  tenth  would  be  of  equal  Talue  with  the  ten  tenths 
now  produced.  But  the  King  of  Spain  is  not  exclusiyelj 
m  possession  of  the  mines  of  the  precious  metals ;  and  if 
be  were,  his  adyantage  from  their  possession,  and  the 
power  of  taxation,  would  be  Tery  much  reduced  by  the 
limitation  of  demand  and  consumption  in  Europe,  in  con* 
sequence  of  the  uniyersal  substitution,  in  a  greater  or  less 
degree,  of  paper  money.  The  agreement  of  the  market 
and  natural  prices  of  all  commodities,  depends  at  all 
times  on  the  facihty  with  which  the  supply  can  be  io- 
creased  or  dimmished.  In  the  case  of  gold,  houses,  and 
labovr,  as  well  as  many  other  things,  this  effect  cannot, 
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under  fame  linMrtiinifi,  be  ipeedily  produced.  But  it 
is  different  with  those  ootDiaoditiee  wMdi  mi%  ooiieuiiied 
and  reprodueed  from  yeu  to  j«ar*  ttjcb  mm  IiaU,  ■boes, 
com*  and  doth ;  thej  ma/  be  leduced,  if  neeeMar? ,  aad 
the  interral  cannot  be  kog  befoie  the  supplf  it  eootraeted 
in  proportion  to  the  incr^afed  chAii^  of  fioAwmg  tbem* 

A  tax  on  raw  pfoduc«  fmm  the  sm^ee  of  the  eartb^ 
will,  as  we  haTe  eeen,  &0  on  the  consumer,  and  wi]]  in  no 
waj  affect  rent ;  onlete  bjr  dimmiihing  tlie  funds  for  the 
maintenance  of  labour,  it  lowers  wages,  reduces  the  popu- 
lation, and  diminishes  the  demand  lor  com.  But  a  tax  on 
the  produce  of  gold  minei  mu^,  bj  enhaodng  the  ralue  of 
that  metal,  necessarily  redooe  the  demand  for  It*  and  must 
therefore  necessarily  displace  capital  from  the  employment 
to  which  it  was  applied.  KoiwithftandiBg  then,  that 
8pain  would  derire  all  the  benefits  which  I  hare  stated 
from  a  tax  on  gold,  the  pr<^prieton  of  those  mines  from 
which  capital  was  withdn^wn  would  lose  all  their  rent. 
This  woidd  be  a  loss  to  individuals,  but  not  a  national 
loss;  rent  being  not  a  eroatioa«  but  merely  &  ttiinsferof 
wealth:  the  King  of  bjMuu,  and  the  proprwiurv  vi  uw 
mines  which  continued  to  be  worked,  would  together  re- 
.^eiTe  not  only  all  that  the  liberated  capital  produced,  but 
all  that  the  other  proprietors  lost 

Suppose  the  mines  of  the  1st,  2nd,  and  3rd  quality  to  be 
trorked,  and  to  produce  respectiyely  100, 80,  and  70  pounds 
weight  of  gold,  and  therefore  the  rent  of  No.  1  to  be  thirty 
pounds,  and  that  of  No.  2  ten  pounds.  Suppose  now  the 
tax  to  be  serenty  pounds  of  gold  per  annum  on  each  mine 
worked ;  and  consequently  that  No.  1  alone  could  be  pro* 
fitably  worked ;  it  is  evident  that  all  rent  would  immediately 
disappear.  Before  the  impbsition  of  the  tax,  out  of  the 
100  pounds  produced  on  No.  1,  a  rent  was  paid  of  thirty 
pounds,  and  the  worker  of  the  mine  retained  seventy,  a  sum 
equal  to  the  produce  of  the  least  productive  mine.  The 
▼alue,  then,  of  what  remains  to  the  capitalist  of  the  mine 

ir 
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Ha  1,  miist  be  tlie  aame  as  before,  or  be  would  not  obtain 
Hhm  CI0M10II  profits  of  ttoek ;  and*  oonsequentlj,  after  pay- 
'  out  of  hk  100  poandi  for  Ux,  tlie  Talue  of  the 
:  thirij-  miist  be  m  great  aa  tlie  ralue  of  aerent j 
was  biCora^  and  therefore  tbe  Talua  of  tbe  whole  hundred 
as  great  as  288  pounds  before.    Its  Talne  might  be  higher* 
bat  it  could  not  be  lower,  or  eren  this  mine  would  cease  to 
be  worked.    Being  a  monopolised  commoditj,  it  could  ex* 
seed  its  natoral  Taloe*  and  then  it  would  pay  a  rent  equal 
Id  that  excess;  but  no  funds  would  be  employed  in  the 
mune,  if  it  were  below  this  Talue.    In  return  for  one  third 
nt  the  labour  and  capital  empbyed  in  the  mines,  Spain 
^wpuld  obtain  as  much  gold  as  would  exchange  for  the 
aame,  or  very  nearly  the  same  quantity  of  commodities  at 
liefora.    She  would  be  richer  by  the  produce  of  the  two 
thirds  liberated  from  the  mines.    If  the  Talue  of  the  100 
povnds  of  gold  should  be  equal  to  that  of  the  250  pounds 
astncted  before;  the  King  of  Spain's  portion,  his  seyenty 
poondst  would  be  equal  to  175  at  the  former  Talue:  a 
small  part  of  the  Kng^s  tax  only  would  fall  on  his  own 
snbjeets,  the  greater  part  being  obtained  by  the  better  dis- 
tribution of  capital 
The  account  of  Spain  would  stand  thus : 

Jn^TMCfiy  ptoductd : 
GeU  880  poaads,  of  the  Tslne  d  (rajipoM)  .    .    .    10,OOOyanUo< 

.  cloth. 
Now  produced : 
^jr  the  two  eapitalisU  who  qaitled  the  mines,) 
the  tame  value  ai  140  pounds  of  gold  formerly  V      '^^^ 

exchaaged  for ;  equal  to J  cIoUl 

Mf  the  ttidtaUit  who  works  the  mine.  No.  1,^     ,  _.        . 
thirty  poaads  of  gold,  iaetessed  in  Tsloe.  ail  V    ^^^^'^ 
tefi^aadthsrefbreaowofUievaliieol  .    .     )  ^^^^^ 

T»  to  ths  King  sereaty  poaads,  iaereaMd  also^     .  ^^^ 
te  Tales  Mltetk  and  therefbra  BOW  of  the  V    ^'^^^^ 
Taloesf j 

IMOO 
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Of  t^  7fiM  mmimd  bj  the  Emg^  tJw 

dl«ct«d  bf  th«  tibemtad  cftfitiL 

If  tlw tfcs, iBtff^H oC bemg fc tirf IBM  per! 
wtm  &  otftua  portion  of  it«  prodnoiv  tbt  qimit^  uNmld 
Doi  be  inJtiiiJmirijf  ivdnoid  iu  cmue^o^iice.    If  »  ^1f_  » 
fcpuitii,  or  m  Uurd  of  tmA  muM  were  taken  for  the  tmx^  li 
vouid  ii€Y7Ttli«lets  be  tbe  iatereet  of  tbe  propdetars  to 
■ftk*  tMr  W^nm  jidd  at  «ibitiKiullf  ia  before ;  but  If  thm 
^maHMfwm^  net  feto«ed.biit  oc^lj  a  pi^n  of  it  tmasfexred 
fnitu  the  proprietor  to  tht  kiiig«  it«  trmlue  vooU  not  rbt; 
iLe  t^x  would  faU  on  tbe  people  ot  tba  ******* '^^  miid  no 
ftilijuiUg^  would  be  gained,     A  tax  of  ddi  lind  would 
bare  the  effect  that  Adam  Smith  tuppoeei  taxes  on  mw 
produce  would  have  oa  the  rent  of  land — it  would  fiUl 
eotirelj  on  the  rent  of  the  mine.     If  pushed  a  little  further, 
indeed,  the  tax  would  not  onljr  absorb  the  whole  rent^  but 
would  deprire  the  worker  of  Uie  mine  of  the  common  pro- 
fits of  stock,  and  he  would  consequently  withdraw  his 
capital  from  the  production  of  gold.     If  still  further  ex- 
tended, the  rent  of  still  better  mines  would  be  absorbed, 
and  capital  would  be  further  withdrawn;  and  thus  the 
quantity  would  be  continually  reduced,  and  its  Talue  raised, 
and  the  same  effects  would  take  place  as  we  hare  already 
pointed  out ;  a  part  of  the  tax  would  be  paid  by  the  people 
of  the  Spanish  colonies,  and  the  other  part  would  be  a  new 
creation  of  produce,  by  increasing  the  power  of  the  instru« 
ment  used  as  a  medium  of  exchange. 

Taxes  on  gold  are  of  two  kinds,  one  on  the  actual 
quantity  of  gold  in  circulation,  the  other  on  the  quantity 
that  is  annually  produced  from  the  mines.  Both  hare  a 
tendency  to  reduce  the  quantity,  and  to  raise  the  ralue  of 
gold ;  but  by  neither  will  its  Talue  be  raised  till  the  quan- 
tity is  reduced,  and  therefore  such  taxes  will  tall  for  a 
time,  until  the  supply  is  diminished,  on  the  proprietors  of 
money,  but  ultimately  that  part  which  will  permanently 
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fdDi  oo  Urn  cammvmtjt  will  be  ptid  bj  the  owner  of  tba 
miae  m  the  xedvctMm  of  ient»  and  by  the  purchMert  of 
that  poitioii  of  gold,  which  ie  need  ae  a  commoditj  con- 
tribtttiag  to  the  enjojments  of  manVind,  and  not  let  apart 
eadoBfefy  for  a  cbmlating  medium. 


CHAPTEB  217,— TJUEBS  OK  HOUSBa 


§7% 
npHEBE  ftn  ftbo  otbv  ooBHtdhki  hmOm  gold  vltidh 

«lMh«lltlmfm&U  on  tJM  pnipiita;  if  tii«  iE^^rmm 

Taxes  oo  homes  ai«  of  this  description ;  though  Ud  on 
the  oocnpaer,  they  will  frequently  fall  by  a  dimmnfiffn  qi 
reot  CD  the  landlonL  The  produce  of  the  land  is  oonsmned 
aod  reproduoed  from  year  to  year,  and  so  ai«  many  other 
commodities ;  as  they  may  therefore  be  speedily  brought 
to  a  lerel  with  the  demand*  they  cannot  long  exceed  their 
lutoral  price.  But  as  a  tax  on  houses  may  be  ooDsidcfed 
in  the  light  of  an  additional  rent  paid  by  the  tenant*  its 
tendency  will  be  to  diminiith  the  demand  for  houses  of  the 
lame  annual  rent*  without  diminishing  their  supply.  JEEent 
will  therefore  fall,  and  a  part  of  the  tax  that*  will  be  paid 
indirectly  by  the  landbrd. 

§  73.  ''The  rent  of  a  house,"  says  Adam  Smith*  ''nuiy 
be  distinguished  into  two  parts,  of  wliich  the  one  nuiy 
Tery  properly  be  called  the  building  rent,  the  other  is  com- 
monly called  the  ground  rent  The  building  rent  is  the 
mterest  or  profit  of  the  capital  expended  in  building  the 
house.  In  order  to  put  the  trade  of  a  builder  upon  a  lord 
with  other  trades,  it  is  necessary  that  this  rent  should  be 
luffident  first  to  pay  the  same  interest  which  he  would 

*  [t.e.,  if  a  diminatioo  in  deinaod  should  be  hnra^t  about  by 
as  incresM  in  price.] 
['  '*  tliat  '  to  be  omitted  or  read  "  then.*^ 
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liftTe  ({ot  for  hU  capital,  if  be  had  lent  it  upon  good 
■ecmiij;  and,  ueoofodlj,  to  keep  the  bouse  in  constant 
repair,  or  what  eomea  to  tlie  Mune  thing,  to  replace  within 
a  eertain  tormof  jean  the  capital  which  had  been  employed 
in  building  it.**'  "If  in  proportion  to  the  interest  of 
nonej,  the  trade  of  the  bnilder  affords  at  anytime  a  much 
greater  profit  than  thii ,  it  will  soon  draw  so  much  capital 
frooi  other  trades,  as  will  reduce  the  profit  to  its  proper 
lerd.  If  it  affords  at  any  time  much  less  than  this,  other 
trades  will  soon  draw  so  much  capital  from  it  as  wiU  again 
laiae  that  profit.  Whaterer  part  of  the  whole  rent  of  a 
house  is  orer  and  aboTO  what  is  sufficient  for  affording 
this  reasonable  profit,  naturally  goes  to  the  ground  rent; 
and  where  the  owner  of  the  ground,  and  the  owner  of  the 
hailding,  are  two  different  persons,  it  is  in  most  cases  com- 
pletdy  paid  to  the  former.  In  country  bouses,  at  a  distance 
Crom  any  great  town,  where  there  is  a  plentiful  choice  of 
fpnmad^  the  ground  rent  is  scarcely  any  thing,  or  no  more 
tlian  what  the  space  upon  which  the  bouse  stands,  would 
pay  employed  in  agriculture.  In  country  rillas,  in  the 
neighbourhood  of  some  great  town,  it  is  sometimes  a  good 
deal  higher,  and  the  peculiar  conreniency,  or  beauty  of 
situation,  is  there  frequently  very  highly  paid  for.  Oround 
rents  are  generally  highest  in  the  capital,  and  in  those 
particular  parts  of  it,  where  there  happens  to  be  the  greatest 
demand  for  houses,  whatever  be  the  reason  for  that  denumd, 
whether  for  trade  and  business,  for  pleasure  and  society, 
or  for  mere  Tanity  and  fashion.** '  A  tax  on  the  rent  of 
houses  may  either  fall  on  the  occupier,  on  the  ground  land- 
lord, or  on  the  building  landlord.  In  ordinary  cases  it 
may  be  presumed,  that  the  whole  tax  would  be  paid  both 
immediately  and  finally  by  the  occupier. 

If  the  tax  be  moderate,  and  the  circumstances  of  the 
ooontiy  such,  that  it  is  either  stationary  or  adTandogi 
there  would  be  little  motire  for  the  occupier  of  a  house  U 
>  [Bk.  T.,  e.  iL,  p.  SM  a.]  *  [Ik.uid^V^h.] 
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coat^nt  himself  with  one  of  a  worse  deacHptioD.  But  it 
th^  tax  be  highi  or  any  other  drciitnstauoes  should  diiBiniAh 
thd  demand  for  houftefl„  the  lajidlord^a  income  would  fall, 
for  the  occupier  would  be  partly  compeEsated  for  the  tax 
hf  a  dimiQutioo  of  rent.  It  is,  however,  diMcult  to  saj* 
in  what  proportioaB  that  part  of  the  tax,  which  was  aaved 
hy  the  occupier  bj  a  faU  of  rent,  would  fall  on  the  building 
rent  and  the  grouud  rent*  It  ii  probable  that,  in  the  first 
b stance ,  both  would  be  affected ;  but  m  houset  are,  though 
alow  1  J,  jet  certainly  periehable^  and  aa  no  more  would  be 
buOt,  till  the  profits  of  the  builder  were  restored  to  the 
general  level,  building  rent  would,  after  an  interTal,  be 
reatored  to  tta  natural  price.  As  the  builder  receives  rent 
only  whilst  the  building  endures,  he  could  pay  no  part  of 
the  tax,  under  the  most  digastrous  circumstances,  for  aoy 
longer  period. 

The  payment  of  this  tax,  then,  would  ultimately  fiJl  on 
the  occupier  and  ground  landlord,  but,  "  in  what  proper* 
tiou,  this  final  payment  would  be  divided  between  them,** 
says  Adam  Smith,  "  it  is  not  perhaps  very  easy  to  ascertain. 
The  division  would  probably  be  very  different  in  different 
circumstances,  and  a  tax  of  this  kind  might,  according  to 
those  different  circumstances,  affect  very  unequally  both 
the  inhabitant  of  the  house,  and  the  owner  of  the 
px)und,"  * 

Adam  Smith  considers  ground  rents  as  peculiarly  fit 
subjects  for  taxation.  "Both  ground  rents,  and  the 
ordinary  rent  of  land,"  he  says,  "  are  a  species  of  revenue, 
which  the  owner  in  many  cases  enjoys,  without  any  care  or 
attention  of  his  own.  Though  a  part  of  this  revenue 
shoidd  be  taken  from  him,  in  order  to  defray  the  expenses 
of  the  State,  no  discouragement  will  thereby  be  given  to 
any  sort  of  industry.  The  annual  produce  of  the  land  and 
labour  of  the  society,  the  real  wealth  and  revenue  of  the 
great  body  of  the  people  might  be  the  same  after  such  a 
>  Bk.  v.,  c.  U.  [p.  355  a.] 
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tax  M  beforo.    Ghround  rents,  and  the  ordinary  rent  of 

land  are,  therefore,  perhaps,  the  species  of  rerenue,  which 

caa  best  bear  to  haye  a  peculiar  tax  imposed  upon  them."  * 

It  must  be  admitted  that  the  effects  of  these  taxes  would 

be  such  as  Adam  Smith  has  described ;  but  it  would  surelj 

be  Terjr  unjust,  to  tax  exclusiyely  the  rerenue  of  an/  parti- 

eular  dass  of  a  community.*    The  burdens  of  the  State 

should  be  borne  bj  all  in  proportion  to  their  means :  this 

«  is  one  of  the  four  maxims  mentioned  bj  Adam  Smith, 

which  should  gorem  all  taxation.    Rent  often  belongs  to 

those  who,  after  many  years  of  toil,  have  realised  their 

gains,  and  expended  their  fortunes  in  the  purchase  of  land, 

or  houses ;  and  it  certainly  would  be  an  infringement  of 

that  principle  which   should  ever  be  held   sacred,  the 

security  of  property,  to  subject  it  to  imequal  taxation.    It 

ia  to  be  lamented,  that  the  duty  by  stamps,  with  which  the 

transfer  of  landed  property  is  loaded,  materially  impedes 

the  oonreyance  of  it  into  those  hands,  where  it  would  pro- 

iMkbly  be  made  most  productite.    And  if  it  be  considered, 

that  land,  regarded  as  a  fit  subject  for  exclusive  taxation, 

'would  not  only  be  reduced  in  price,  to  compensate  for  the 

xisk  of  that  taxation,  but  in  proportion  to  the  indefinite 

*  [Bk.  r.,e.  ii.,  p.  356  a.] 

*  [This  passage  and  thoM  immediately  following  display  aceur- 
alely  the  position  which  Kicardo  held  with  reference  to  the  treat- 
ment <of  the  owners  of  landed  property.  He  alleged  two  objections 
to  making  land  the  sole  object  of  taxation  :  1.  Injustice.  2,  The 
consequent  increase  of  speculation  in  land. 

It  is,  however,  doubtful  whether  the  second  objection  would  be 
Talid  in  the  ease  of  nationalization,  provided  Uiat  such  be  iii/ro. 
Jwced  without  any  general  disturbance  of  security.  As  to  the 
former,  we  cannot  say  what  Kicardo's  position  would  have  been 
with  reference  to  a  scheme  which,  like  that  detailed  in  Wallace, 
**Laad  Nationalization,**  provides  for  the  full  satisfaction  of  life 
interests.  To  Mill,  of  coarse,  such  a  scheme  would  hav«  appeared 
nlosoet  without  objection,  so  strong  were  the  opinions  he  held  as  to 
the  regulation  of  testamentary  powers  by  the  legislatioo.  Ricardo, 
hewevw,  has  left  no  cine  to  his  opiniona.] 


sit.] 
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vmiiui  of  the  n^  miild  bfleoioc  &  fit 

I  «l  tolnr  Ifsde,  it  will  Appear  profa&bkv  Uul 
hai  vofild  m  UiaI  cue  be  moct  A|i^ 
ttf  hJlt  ipcmld  be  t^  haadtf  «l  tbo«e,  vkia  powci  aiotn  of 
te  fttttlitM  of  tlid  fiu&Uer.  thmn  of  tl^  qiasltticf  of  tbd 
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CHAPTER  XV.— TAXES  ON  PROFITS. 

HTAXES  on  those  commodities,  which  are  generally 
^  denominated  luxtiriest  fall  on  those  only  who  maice 
nse  of  them.  A  tax  on  wine  is  paid  by  the  consumer  of 
wine.  A  tax  on  pleasure  horses,  or  on  coaches,  is  paid  by 
those  who  proTide  for  themselyes  such  enjoyments,  and 
in  exact  proportion  as  they  proyide  them.  But  taxes  on 
necessaries  do  not  affect  the  consumers  of  necessaries,  in 
proportion  to  the  quantity  that  may  be  consumed  by  them, 
bat  often  in  a  much  higher  proportion.  A  tax  on  com,  we 
hare  obsenred,  not  only  affects  a  manufacturer  in  the  pro- 
portion that  he  and  his  family  may  consume  com,  but  it 
alters  the  rate  of  profits  of  stock,  and  therefore  also  affects 
his  income.  Whateyer  raises  the  wages  ^  of  labour,  lowers 
the  profits  of  stock ;  therefore  eyery  tax  on  any  commodity 
consumed  by  the  labourer,  has  a  tendency  to  lower  the  rate 
of  profits. 

A  tax  on  hats  will  raise  the  price  of  hats;  a  tax  on 
shoes,  the  price  of  shoes ;  if  this  were  not  the  case,  the  tax 
would  be  finally  paid  by  the  manufacturer;  his  profits 
would  be  reduced  below  the  general  leyel,  and  he  would 
quit  his  trade.  A  partial  tax  on  profits  will  raise  the  price 
of  the  commodity  on  which.it  falls :  a  tax,  for  example,  on 
the  profits  of  the  hatter,  would  raise  the  price  of  hats ;  for 
if  his  profits  were  taxed,  and  not  those  of  any  other  trade, 
his  profits,  unless  he  raised  the  price  of  his  hats*  would  be 
>[ReaL] 


mta  of  ftnfitiw  mad  hm  would  quit  hii 


In  Uit  mmm  bbbmt,  &  tu  on  the  pcotu  of  tbd  fimaer 
Toojd  ni«a  thm  fwim  of  eorn ;  &  tax  o&  the  pfofite  of  thm 
eiotlu9«  Um  prist  of  doUi ;  and  if  m  tax  m  proportiaii  to 
p(ro£U  w«re  Iv4  on  aH  tn4^  ererj  oonLmoditj  would  be 
Tumd  m  pfiee.  But  if  tKe  uiinef  wliidi  supplied  lu  witb 
tbf  itAAdmi^  of  our  mon^,  w«re  tn  tlui  60>iiiitrf «  m^  t^ 
pPD6u  of  U^e  mioier  were  &Uo  tazad,  Ui«  prioe  of  do  oom« 
voditj  wo'uM  rii«.  eadi  man  woold  gm  Aa  oqinl  |»ropor* 
Im  of  Uo  iMOMOt  mod  e^er;  thing  would  bo  so  before. 

If  aiiODejr  bt  iioi  tued«  uul  therefore  be  permitted  to 
pr^aterre  its  Tftln^,  whiUt  ererf  thing  eUe  im  taxed*  and  is 
rcuAcd  in  ralue,  the  hatter*  the  farmer,  and  clothier,  each 
emplojing  the  tame  capitals,  and  obtaining  the  same  pro- 
fita,  will  paj  the  same  amount  of  tax.  If  the  tax  be  XlOO, 
tlie  hats,  the  cloth,  and  the  com,  will  each  be  increased  in 
Talue  jSIOO.  If  the  hatter  gains  bj  his  haU  JCl.lOO,  instead 
of  jei,000,  he  will  pay  JSIOO  to  GoTemment  for  the  tax ; 
and  therefore  will  still  hare  JSl.OOO  to  lay  out  on  goods  for 
hii  own  consumption.  But  as  the  cloth,  com,  and  all 
other  commodities,  will  be  raised  in  price  from  the  same 
cause,  he  will  not  obtain  more  for  his  jS1,000  than  he  before 
obtainpd  for  JS910,  and  thus  will  he  contribute  by  his 
diminished  expenditure  to  the  exigencies  of  the  State;  he 
will,  by  the  payment  of  the  tax,  have  placed  a  portion  of 
the  produce  of  the  land  and  labour  of  the  country  at  the 
disposal  of  OoTcmment,  instead  of  using  that  portion  him- 
self. If  instead  of  expending  his  j61,000,  he  adds  it  to  his 
capital,  he  will  find  in  the  rise  of  wages,  and  in  the  in- 
creased cost  of  the  raw  material  and  machinery,  that  his 
saving  of  j61,000  does  not  amount  to  more  than  a  saving  of 
jCDIO  amounted  to  before. 

If  money  be  taxed,  or  if  by  any  other  cause  its  tsIuo  be 
altered,  and  all  commodities  remain  precisely  at  the  same 
price  as  before,  the  profits  of  the  manufacturer  and  farmer 
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will  alto  be  tlie  same  aa  before,  they  will  continue  to  be 
jei,000 ;  and  aa  thej  will  each  haye  to  pay  JSIOO  to  (JoTem- 
nent,  they  will  retain  only  je900,  which  will  give  them  a 
leM  command  orer  the  produce  of  the  land  and  labour  of 
the  country*  whether  they  expend  it  in  productiye  or  un- 
prodactiTe  labour.  Precisely  what  they  lose,  OoTemment 
will  gain.  In  the  first  case  the  contributor  to  the  tax 
would,  for  iSl,O0O,  hare  as  great  a  quantity  of  goods  as  he 
before  had  for  £910 ;  in  the  second,  he  would  have  only  as 
much  as  he  before  had  for  £900,  for  the  price  of  goods 
would  remain  unaltered,  and  he  would  hare  only  jSQOO  to 
expend*  This  proceeds  from  the  difference  in  the  amount 
ol  the  tax ;  in  the  first  case  it  is  only  an  eleventh  of  his 
income,  in  the  second  it  is  a  tenth ;  money  in  the  two  cases 
being  of  a  different  value. 

§  75.  But  although,  if  money  be  not  taxed,  and  do  not 
alter  in  value,  all  commodities  will  rise  in  price,  they  will 
not  rise  in  the  same  proportion ;  they  will  not  after  the 
tax  bear  the  same  relative  value  to  each  other  which  they 
did  before  the  tax.  In  a  former  part  of  this  work,  we  dis- 
cussed the  effects  of  the  division  of  capital  into  fixed  and 
circulating,  or  rather  into  durable  and  perishable  capital, 
on  the  prices  of  commodities.  We  showed  that  two  manu* 
fiicturers  might  employ  precisely  the  same  amount  of 
capital,  and  might  derive  from  it  precisely  the  same 
amount  of  profits,  but  that  they  would  sell  their  commo- 
dities for  very  different  sums  of  money,  according  as  the 
capitals  they  employed  were  rapidly,  or  slowly,  consumed 
and  reproduced.'  The  one  might  sell  his  goods  for  X4,000, 
the  other  for  X10,000,  and  they  might  both  employ 
jeiO,000  of  capiUl,  and  obtain  20  per  cent  profit  or 
X2,000.*  The  capital  of  one  might  consist,  for  example,  of 
JB^OOO  circulating  capital,  to  be  reproduced,  and  £8,000 
fixed,  in  buildings  and  machinery ;  the  capital  of  the  other, 
on  the  oontrary,  might  consist  of  J£8,000  of  circulating,  and 

*  [i  IS.]  '  '  [Cf.  Mill,  ••  Principles,**  bk.  v.,  ir.,  1 1.] 
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of  only  X2,000  filed  capital  i&  machijieiy  uii  baildings. 
Kow,  if  eacli  of  theae  penon&  wer»  ta  be  tuted  tea  per  ceot. 
00  hii  tnoonie,  or  £2^00^  the  one,  to  wake  bU  busmess  jrieU 
lim  tbe  geocn^  rate  of  profit,  must  raise  bia  goods  from 
£10,000  to  i£l  0,200;  the  other  would  Hso  be  ob%^  to 
raise  the  price  of  his  gocdfi  fK)m  je4,000  to  ^,200.  Before 
the  tait  the  goods  sold  bj  one  of  these  manuf  i^cturers  were 
2 1  times  more  valuable  than  the  goods  of  the  other ;  alter 
the  tai  the/  will  be  2  42  times  more  valuable  i  the  one  kind 
wiU  liaTe  risen  two  per  cent. ;  the  other  five  per  cent. ; 
^ODse^uentl/  a  tax  upon  income,  wlulst  monej  continued 
imalt^'red  in  value,  would  alter  the  relative  prices  and 
mlue  of  commodities.  This  woutd  be  true  al«o,  if  the  tax 
in&tead  of  being  laid  on  the  profits,  were  laid  on  the  com- 
modities themselves :  provided  they  were  taxed  in  proi>or- 
tion  to  the  value  of  the  capital  employed  on  their  pro- 
duction, they  would  rise  equally,  whatever  might  be  their 
value,  and  therefore  they  would  not  preserve  the  same 
proportion  as  before.  A  commodity,  which  rose  from  ten 
to  eleven  thousand  pounds,  would  not  bear  the  same 
relation  as  before,  to  another  which  rose  from  2  to  Je3,000. 
If  under  these  circumstances,  money  rose  in  value,  from 
whatever  cause  it  might  proceed,  it  would  not  a£fect  the 
prices  of  commodities  in  the  same  proportion.  The  same 
cause  which  would  lower  the  price  of  one  from  X10,200  to 
JC10,000  or  less  than  two  per  cent.,  would  lower  the  price  of 
the  other  from  Je4,200  to  Je4,000  or  4^  per  cent.  If  thej 
fell  in  any  different  proportion,  profits  would  not  be  equal; 
for  to  make  them  equal,  when  the  price  of  the  first  com- 
modity was  X10,000,  the  price  of  the  second  should  be 
•£4,000;  and  when  the  price  of  the  first  was  ^£10,200,  the 
price  of  the  other  should  be  J64,200.' 

'  [The  important  principle  laid  down  in  the  following  passage 
depends,  as  we  shall  see,  on  something  stronger  tlian  the  illustration 
which  Ricardo  furnishes  here.  This  illustration  is  not  fully  worked 
otti.    It  is  not  so,  because  Ricardo  did  not  take  into  account  the 
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Hie  conaderatioD  of  this  tsict  will  lead  to  the  under- 
■tandingof  a  rerj  important  principle,  which,  I  beliere, 
has  nerer  been  adyerted  to.  It  is  this ;  that  in  a  countij 
where  no  taxation  subsists,  the  alteration  in  the  Talue  of 
Bonqr  arising  from  scarcity  or  abundance  will  operate  in 

liet  that  an  alteration  in  price  would  affect  the  money  vsIims 
of  espitol  ss  well  se  the  mon^  values  at  which  the  oommoditiei 
sett  to  Iks  publie.  Let  us  oontider  the  illustration  more  closely. 
A  two  per  cent  reduction  will  reduce  £10,200  to  £10,000 
approximately  (£8,096  exactly);  in  the  case  of  £4,200  the  reduced 
prios  will  be  £4,116.  But  in  the  earlier  case,  the  money  value  of 
the  eireulating  capita)  which  has  to  be  replaced  will  fall  to  £7,840, 
in  the  Utier  to  £1,960  Now,  if  we  subtract  these  from  tlie 
reqieetive  prices,  we  have  in  each  case  a  sum  of  £2,156  as  profit, 
plus  tax,  oo  the  total  capital  employed.  If  £200  be  still  paid  u 
tax  we  shall  have  remaining  £1,956  as  profit  on  total  capitil 
(reduced  to  new  value)  £9,800,  in  place  of  £1,960,  which  would  be 
profit  at  90  per  cent  8o  f ar  as  the  two  commodities  in  questioa 
are  coocemed,  there  is  no  alteration  in  respective  profits.  In  both 
eases  the  rate  of  proKt  is  lowered,  because  in  both  cases  the  tsx 
when  reckone<l  in  the  price  has  been  retluced,  while  the  Govern- 
Ment  by  supposition  continues  to  exact  the  same  fixed  sum  U 
£200.  If  it  only  exacted  £16,  then  the  rate  of  profit  would 
remain  at  90  per  cent. 

It  may,  however,  be  assumed  that  the  tax  is  a  fixed  sum.  There- 
fore it  is  dear  that  capital  would  gradually  be  witlidrawn  from 
employment  in  the  production  of  commodities  thus  taxed.  The 
ccmverse  will  be  the  case  if  money,  in  place  of  rising,  fall  in  value 
This  is  what  Kicardo  asserts.  The  reason  is  clear.  If  all  pri 
rise  equally  through  an  alteration  in  the  quantity  of  money,  uie 
producers  of  taxed  commodities  will  make  an  addition  to  their  pro- 
fits, inssmnch  ss  they  will  reap  the  benefit  on  the  increase  whidi 
takes  place  on  the  amount  of  the  tax.  Tlius,  if  we  take  a  commo- 
dity valued  at  £10,200,  the  £200  being  a  tax,  and  suppose  a  general 
rise  in  price  of  one  hundred  per  cent.,  the  new  price  will  be 
£90,400,  and  if  the  tax  remain  £200,  the  manufacturer  will 
ohvioosly  make  an  additional  profit  of  £200.  Capital  then  will 
iow  into  such  employment. 

This  will  not  continue,  and  after  a  few  oscillations  pricee  will  be 
so  sdjssUd  ss  to  caoss  a  distribution  of  capital  similiar  to  thst 
which  sxiBled  before.  How  will  prices  be  affected  T  The  alteratioai 
is  the  vahM  of  moiiey  will  aileet  that  pari  of  the  pries  whidi  if 


ui  •qttftl  ptoportioa  €0  tli«  pnoes  ot  aII  oommiMfities  *  th^X 
if  »  oomniQdil/  U  MMO  Tmlne  fw  to  ^1.200.  or  fill  to 
jaOO.  A  «omimdlt(f  oCAlOUOOOimfaM  viUriMto  JUpOM  or 
bntoJeStOOO;  talinstsottixvlinvpcmiM^aytiScbllf 
ntffd  by  tMat>flii»  Oig  abmnfaam  of  aioMcy  feoaa  wl  induxt 

imifft  diBUidt  wQl  «it  epstttto  ia  ^m  tune  pn>pottioR 
m  Ui0  pmm  of  all  coiumoditiet ;  lotiie  it  wiU  i^iae  or 
lover  5,  6,  or  12  per  eeoL«  oihen  3,  4,  or  7  per  cent.  If  a 
coimUj  wvrt  not  Uxed^  aad  taooej  sbould  £&U  in  Talne, 
ifltlnwdlff  la  ttfuj  market  vould  produce  ixmiUr  effects 
k  «mL  H  mmX  fo««  20  per  ceal.,  bread«  beer,  slioea, 
kboor,  and  ereiy  oofnnbDditjr*  wouid  alio  rim  SO  per  cent. ; 
it  LA  ne4>  ^  ts.eT  shofild  do  «0p  to  seci^re  ta  ea<:h  trad© 
the  same  rate  of  profits.  Bat  this  is  no  kmger  true  when 
anj  of  these  commodities  is  taxed ;  if,  in  that  case,  thqr 
thonld  all  rise  in  proportion  to  the  &U  in  the  ndiie  of 
monej,  profits  would  be  rendered  unequal ;  in  the  caae  of 
the  commodities  taxed,  profits  would  be  raised  above  the 

Duuns  after  the  tax  is  deducted.    This  done,  the  new  pries  will  be 
fonned  of  thin  i>art  and  the  tax. 

Bat  now  it  remains  to  inquire  how  this  adjustment  will  take 
pUce  in  the  case  of  thow  commodities  which  are,  as  Ricardo  says, 
produced  by  the  same  amount  of  capital  (differently  distribated), 
but  sold  at  different  prices.  Let  us  proceed  to  invei^igate  the  pre* 
rious  illustration.  The  gross  prices  are  not  affected  by  the  altera- 
tion in  the  value  of  money.  That  only  operates  on  the  remaining 
parts,  ue,,  £10,000  and  £4,00a  A  two  per  cent,  reduction  makes 
the^e  respectirely  £9,800  and  £3,920,  and  the  gross  prices  are 
£10,000  and  £4,120.  The  prices  alter,  but  not  in  the  same  propor^ 
tion.  The  alteration  from  £10,200  to  £10,000  being  at  the  rate 
of  1-960  PC  from  £4,200  to  £4,120  at  the  rate  of  1-907  p.e.  This, 
we  must  notice,  is  entirely  difierent  from  the  rates  of  alteration 
mentioned  in  the  text,  where  no  notice  is  taken  of  the  alterations 
effected  in  tlie  value  of  the  capital  £200  being  a  more  important 
■am  compared  with  £4,000  than  with  £10,000,  it  is  only  natural 
that  the  total  rsdnetion  in  the  former  case  is  at  a  less  rate  than  in 
the  latter.] 
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lerel,  and  capital  would  be  remored  from  one 
eaiplojment  to  another,  till  an  equilibrium  of  profits  wat 
restored,  which  could  only  be,  after  the  rektiTe  pricea 
were  altered. 

Wm  not  thia  principle  account  for  the  different  effects, 
which  it  was  remarked  were  produced  on  the  prices  of 
eommodities,  from  the  altered  Talue  of  money  during  the 
Bank-restriction?  It  was  objected  to  those  who  contended 
that  the  enrrencj  was  as  that  period  depredated,  from  the 
too  great  ahimdance  of  the  piqper  circulation,  that,  if  that 
were  the  fact,  all  commodities  ought  to  hare  risen  in  the 
same  proportion;  but  it  was  found  that  many  had  varied 
considerably  more  than  others,  and  thence  it  was  inferred 
that  the  rise  of  prices  was  owing  to  something  affecting  the 
Talue  of  commodities,  and  not  to  any  alteration  in  the 
yalue  of  the  currency.  It  appears,  howerer,  as  we  hare 
just  seen,  that  in  a  country  where  commodities  are  taxed, 
they  will  not  all  rary  in  price  in  the  same  proportion, 
either  in  consequence  of  a  rise  or  of  a  fall  in  the  ralue  of 
currency. 

§  76.  If  the  profits  of  all  trades  were  taxed,  excepting 
the  profits  of  the  farmer,  all  goods  would  rise  in  monej 
Talue,  excepting  raw  produce.  The  farmer  would  haTe  the 
same  com  income  as  before,  and  would  sell  his  com  also 
for  the  same  money  price ;  but  as  he  would  be  obliged  to 
pay  an  additional  price  for  all  the  commodities,  except 
com,  which  he  consumed,  it  would  be  to  him  a  tax  on  ex- 
penditure.  Nor  would  he  be  relicTed  from  this  tax  by  an 
alteration  in  the  Talue  of  money,  for  an  alteration  in  the 
Talue  of  money  might  sink  all  the  taxed  commodities  to 
their  former  price,  but  the  untaxed  one  would  sink  below 
its  former  lerel ;  and,  therefore,  though  the  farmer  would 
purchase  his  commodities  at  the  same  price  as  before,  he 
would  haTe  less  money  with  which  to  purchase  them. 

The  landlord,  too,  would  be  precisely  in  the  same  situa- 
tkm,  he  would  haTe  the  same  com,  and  the  same  monej- 


ba£  be  ipaaU  pa  j  j 


M  tpffiiiBtttty 


if  tke7 


would  be  ooDLpenatBd  fior  dia  ifcfitwnal  pnet  at  ^ 

rase  in  pan  ;  and  he  wQiild  bave  die  i 
if  in  ooneeqnence  of  a  ixae  in  die  ^alne  ai 
muditiee  aoid  at  thor  former  pnee.  A  tax  on  thm  pto&fca 
of  the  farma;  is  not  a  tax  pniportkned  to  t2ie  groaa  pco> 
dnce  of  die  land,  but  to  its  net  produce*  aftor  the  payeat 
oi  rent,  wagea»  and  aH  other  dbargec.  As  the  cnlthratoea 
«f  the  different  kinda  <d  land.  Now  h  i»  and  3»  tBploy  pv». 
cimIj  the  tmmm  capitala.  ther  will  get  preciady  the  laiaa 
prolita*  whatever  maj  be  Um  quantity  ai  groai  pcodoeew 
which  one  mnj  obtain  more  than  the  other;  and 
Kq^scatlj  tbej  will  be  all  taxed  alike.  Siq^poee  the  j 
pcodnee  of  the  land  of  the  qoalxtj  Xa  1  to  be  180  qra^ 
that  of  No.  2, 170  qra^  and  of  Na  3»  160,  and  cacb  to  be 
taxed  10  qoartera,  the  differeaee  between  the  pcodnee  of 
So.  1.  No.  2,  and  No.  S»  after  pajing  the  tax,  wiU  be  tke 
mmeaeb^xe;  for  if  Now  1  be  redneed  to  170,  No.  2  to 
ie0.aadNo.3tol50qn.;  tbe  difference  between  3 and  1 
via  beat  before,  90  qra.;  and  of  Now  3  andNa  2,  lOqie. 

*  [iMeK- 

o 
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H  after  tlie  tax,  the  prioM  of  com  and  of  ererj  other 
tommoilitj  should  lemain  the  lame  at  before,  money  rent 
as  well  ae  eom  rent,  would  continue  unaltered ;  but  if  the 
of  com,  and  ereiy  other  commodity  should  rite  in 
of  the  tax,  money  rent  will  also  riae  in  the 
I  proportion.    If  the  price  of  com  were  JM  per  quarter, 
the  rent  of  Ko.  1  would  be  X80,  and  that  of  No.  2,  £iO; 
but  if  eom  roee  fire  per  cent.,  or  to  jM  4«„  rent  would 
alto  rise  Ato  per  cent.,  for  twenty  quarters  of  com  would 
then  be  worth  £84,  and  ten  quarters  £4& ;  so  that  in 
erery  case  the  landlord  will  be  unaffected  by  such  a  tax. 
A  tax  on  the  profits  of  stock  always  leares  com  rent  un- 
altered,  and  therefore  money  rent  raries  with  the  price  of 
com ;  but  a  tax  on  raw  produce,  or  tithes,  nerer  leaves 
eom  rent  unaltered,  but  generally  leares  money  rent  the 
same  as  before.    In  another  part  of  this  work  I  hare 
obserred,  that  if  a  land-tax  of  the  same  money  amount, 
were  laid  on  erery  kind  of  land  in  cultifation,  without 
any  allowance  for  difference  of  fertility,  it  would  be  reiy 
unequal  in  its  operation,  as  it  would  be  a  profit  to  the 
landlord  of  the  more  fertile  lands.     It  would  raise  the  price 
of  com  in  proportion  to  the  burden  bome  by  the  farmer  of 
the  worst  land ;  but  this  additional  price  being  obtained 
for  the  greater  quantity  of  produce  yielded  by  the  better 
land,  farmers  of  such  land  would  be  benefited  during  their 
leases,  and  afterwards,  the  adrantage    would  go  to  the 
landlord  in  the  form  of  an  increase  of  rent    The  effect  of 
an  equal  tax  on  the  profits  of  the  fiurmer  is  precisely  the 
same ;  it  raises  the  money  rent  of  the  landlords,  if  monej 
retains  the  same  Talue;  but  as  the  profits  of  all  other 
trades  are  taxed  as  well  as  those  of  the  farmer,  and  cod- 
sequently  the  prices  of  all  goods,  as  well  as    com,  are 
laised,  Uie  landlord  loses  as  much  by  the  increased  monej 
price  of  the  goods  and  com  on  which  his  rent  ii  expended, 
as  he  gains  by  the  lise  of  his  rent    If  money  sliould  riie 
in  Talue*  and  all  things  should,  after  a  tax  on  the  profiU 


cur.  xf,]  TAX»  Oil  raOTm.  Id5 


ilili^  fan  «i  Aiir  tmrnm  ptitm  m£  «Im  wmU  tw  tto 
a»ft  «i  Viftofft^  Thm  kaflotd  vo«ld  noeivc  Um  mmm 
tmk  mmti  would  oteuft  aB  t^  trTummlitim  on 
SI  vu  tapiaded   ^   tkar  ip>—  pMi;    ttts  t^al 

(OMMiiMaftfacnridM.    %  tesaf  ik»  ptoAte  of 
Jim  do  IMC  bttrtliea  kla  iMors  tlima  if  jihi 
tko  mxt  wmA  Cbc  hadbid  Itas  m 
Amii  bo  tuod, 
Ai  k  it  ooij  OQ  tkoi  cottditiOft  tbii  bo  bia«U  rTnTniTii 

f  77,   A  tax  oo  tbe  pioii*  of  cft^l^  voiild  mko  affect 


tlMto  t^  tftK.altbovAUid!vidfladsiOatlnii^ttBlax«d| 
bctt  if.  from  tlie  tJttrmtaca  in  tiie  Talua  of  bmmmjt,  all  oooi* 
Bi*^u»  were  to  link  to  their  fonMr  prioe,  the  rtoek- 
IkHtler  wooid  paj  nothing  towmrds  the  tax;  he  would 
porduje  all  his  coounoditiea  at  the  suae  priet^  but  would 
still  receire  the  same  mooejr  dxridend. 

§  78.  If  it  be  agreed*  that  faj  taxing  the  profita  of  one 
maaufarturer  oolj,  the  price  of  hia  goods  would  ziae^  to 
pat  him  on  an  eqmditj  with  all  other  manufactorera;  and 
tlat  bj  taxing  the  profits  of  two  mana£aetQrer8»  the 
pricee  of  two  descriptiona  of  goods  mnat  riae*  I  do  not  aee 
bow  it  can  be  disputed,  that  bj  taxing  the  profita  of  all 
Baao^urtuien.  the  prioea  of  all  goods  would  rise*  proTided 
tkc  mine  which  suj^died  ua  with  monej,  were  in  this 
oountrr.  and  continued  untaxed.  But  as  monej,  or  the 
•tandard  of  monej.  ia  a  oommoditj  imported  from  abroad* 


'  TUl  the  p«u&ts  of  the  lanMr  caly  shoaM  be  taxed,  sad  aet 
tW  proiits  of  9^  other  capitaliO,  woaki  be  luaUy  TiseiirisI  to 
UoiUocds.  It  woaU,  ia  lo^  bo  a  tax  oo  the  foasoMsri  of  raw 
pc«d«co«  portly  for  tho  boaoit  of  tho  State,  aad  part^lor  the 
Wosfttolloadlordi 

*  (Tbo  OMamptioa  k  aMMk  throi^oat  tkot  the  %aaalilj  of  esm 
lof  diniaatiosu] 
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ihm  prieet  of  all  goods  oould  not  rise;  for  such  an  effect 
oonld  not  taka  place  without  an  additional  quantity  of 
BMNiejt'  whidi  ocrald  not  be  obtained  in  exchange  for  dear 
goods*  as  was  shown  in  page  82.  If,  howerer,  such  a  rise 
oould  take  {daoe,  it  could  not  be  permanent,  for  it  would 
haTe  »  powerful  influemoe  on  foreign  trade.  In  return  for 
conuBSodities  imported,  those  dear  goods  could  not  be  ex- 
ported,  and  therefore  we  should  for  a  time  continue  to  buy, 
although  we  ceased  to  sell ;  and  should  export  money,  or 
bollioii,  till  the  lelatiTe  prices  of  commodities  were  nearly 
the  same  as  before.  It  appears  to  me  absolutelj  certain, 
that  »  well  regulated  tax  on  profits,  would  ultimately 
restore  commodities  both  of  home  and  foreign  mann- 
iscture,  to  the  same  monejr  price  which  they  bore  hetott 
the  tax  was  imposed. 

As  taxes  on  mw  produce,  tithes,  taxes  en  wages,  and  on 
the  necessaries  of  the  labourer,  will,  bj  raising  wages, 
lower  profits,  they  will  all,  though  not  in  an  equal  degree, 
be  attended  with  the  same  effects. 

*  On  farther  eonnderation,  I  doabt  whether  any  more  money 
would  be  required  to  rireoUte  the  same  quantity  of  commodities, 
if  their  prices  be  raised  by  taxation,  and  not  by  difficulty  of  pro- 
duction. Seppoee  100,000  quarters  of  corn  to  be  told  in  a  certain 
district,  and  in  a  certain  time,  at  £4  per  quarter,  and  that  in  coo- 
sequence  of  a  direct  tax  of  e«.  per  quarter,  com  rises  to  £4  8«.,  tb« 
■smi  quantity  of  money,  I  think,  and  no  more,  would  be  required 
to  drralate  this  com  at  the  increased  price.  If  I  before  purchased 
11  qoartert  at  £4,  and  in  consequence  of  the  tax  am  obliged  to 
reduce  ny  consumption  to  10  quarters,  I  shall  not  require  more 
Bioiiey,  for  in  all  cases  I  shall  pay  £44  for  my  com.  The  public 
woeld,  in  fact,  consume  ooe-elerenth  less,  and  this  quantity  would 
be  eoosumed  by  Goremment.  The  money  necessary  to  purchsas 
it,  would  be  derired  from  the  8«.  per  quarter,  to  be  received  frosi 
the  Una&n  in  the  shape  of  a  tax,  but  the  amount  levied  would  U 
the  sssse  time  be  paid  to  them  lor  their  com ;  therefore  the  tax  is 
la  feet  a  tax  in  load,  and  does  not  make  it  necessary  that  siy 
Mere  sMoey  sboukl  be  oeed,  or,  il  say,  to  little^  that  the  quasti^ 
■Mij  be  saMy  a^leeted. 


flBAJf.  civ] 
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§79. 
n^AXES  o&  wmges  will  rmiae  wages,  and  therefore  will 
A  diminieh  the  rate  of  the  profits  of  stock.  We  hare 
alreadjr  teen  that  a  tax  on  necessaries  will  raise  their 
prices,  and  will  be  followed  by  a  rise  of  wages.  The  onlj 
dilFerenoe  between  a  tax  on  necessaries,  and  a  tax  on  wages 
is,  that  the  former  will  necessarilj  be  accompanied  bj  s 
rise  in  the  price  of  necessaries,  but  the  latter  will  not; 
towards  a  tax  on  wages,  consequently,  neither  the  stock- 
holder, the  landlord,  nor  any  other  class  but  the  emplojen 
of  labour  will  contribute.  A  tax  on  wages  is  wholly  a  tax 
<m  profits,  a  tax  on  necessaries  ii  partly  a  tax  on  profits, 
and  partly  a  tax  on  rich  consumers.  The  ultimate  effects 
which  will  result  from  such  taxes  then,  are  precisely  the 
same  as  those  which  result  from  a  direct  tax  on  profits. 

**  The  wages  of  the  inferior  classes  of  workmen,"  sajs 
Adam  Smith,  **  I  hare  endearoured  to  show  in  the  first 
book,  are  erery  where  necessarily  regulated  by  two  dif* 
ferent  circumstances ;  the  demand  for  labour,  and  tbe 
ordinaiy  or  arerage  price  of  prorisions.  The  demand  for 
labour,  according  as  it  happens  to  be  either  increasiog. 
stationary,  or  declining,  or  to  require  an  increasing,  sta- 
tionary, or  declining  population,  regulates  the  subsis* 
tence  of  the  labourer,  and  determines  in  what  degree  it 
shall  be  either  liberal,  moderate,  or  scanty.  The  ardiMrf 
9rmmmg€  price  of  prorisions  determines  the  quantity  of 
which  must  be  paid  to  the  workman,  in  order  to 


tkftl  tk*  ki|^  friee  of  pr^ 
4C  &  iiiriiCBl  ntpplT,  sad 
ft-ibe  porpoM  of 
A  fiMlkr  mfffy  of  food. 
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mutt  bear  his  ahare  of  tlie  oommon  want  To  diatribute 
tUa  budeii  equallj,  and  to  pierent  the  labourer  from 
conamniiig  anbdatence  ao  freeljr  aa  before,  the  price  rises. 
Bot  wagea  it  aeema  muat  riae  along  with  it,  that  he  maj 
still  nae  the  aame  qnantitj  of  a  acaroer  commodity ;  and 
thoa  nature  ia  repreaented  aa  counteracting  her  own 
porpoaea :  firat,  raiaing  the  price  of  food,  to  diminiah  the 
conamnption,  and  afterwarda,  raiaing  wagea  to  giTe  the 
labourer  the  aame  anpply  aa  before." 

In  thia  argument  of  Mr.  Buchanan,  there  appears  to  me 
to  be  a  great  mixture  of  truth  and  error.  Because  a  high 
price  of  proriaiona  ia  sometimes  occasioned  bj  a  deficient 
aupply,  Mr.  Buchanan  asaumes  it  as  a  certain  indication 
of  deficient  aupply.  He  attributea  to  one  cause  exdu- 
aiTelj,  that  which  maj  ariae  from  manj.  It  ia  un- 
doubtedly  true,  that  in  the  case  of  a  deficient  supplj,  a 
amaller  quantitj  will  be  shared  among  the  same  number 
of  conaumers,  and  a  smaller  portion  will  iaU  to  each.  To 
distribute  this  priration  equally,  and  to  prerent  the 
labourer  from  oonauming  subaistence  [so  freely  as  before, 
the  price  rises.  It  muat,  therefore,  be  conceded  to  Mr. 
Buchanan,  that  any  rise  in  the  price  of  prorisions,  occa- 
sioned by  a  deficient  supply,  will  not  necessarily  raise  the 
money  wagea  of  labour,  aa  the  consumption  must  be 
retarded ;  which  can  only  be  effected  by  diminishing  the 
power  of  the  consumers  to  purchase.  But,  because  the 
price  of  proriaions  is  raised  by  a  deficient  supply,  we  are 
by  no  means  warranted  in  concluding,  as  Mr.  Buchanan 
appears  to  do,  that  there  may  not  be  an  abundant  supply, 
with  a  high  price ;  not  a  high  price  with  regard  to  money 
only,  but  with  regard  to  all  other  things. 

The  natural  price  of  oommoditiea,  which  always  ulti- 
oaately  gorems  their  market  price,  depends  on  the  fitdlity 
of  production ;  but  the  quantity  produced  is  not  in  pro- 
portion to  that  facility.  Although  the  landa,  which  are 
BOW  taken  Into  cultiration,  are  much  inferior  to  the  lands 
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K»5  4pi^t»  Imt  thmi  ihm  qoMMXitj  prydaefld  aov,  ^^^  ^ 

ftim  mmfmiSih  wiik  «a  MoiMti  wmpfij,  but  it  mrelj 
bili  t9  ««op<aEiAn/  it,     IL  tbow  In  eottseqognog  of 
tiQ«. «  if  itfiodij  if  fffidBrtioa,  Ike  jmr  of 
III  iiimJ  ill  fhr  qiMnlJIj  lii  Bit  JmhMiffil 

t  of  kboisr  wiB  riae  ;  foTt  u  Mr.  Budiaiuji  luu  jusUj 
'The  v«ge«  of  kboar  omcut  ooi  in  iDooeT, 
btit  im  wliEi  mo&ej  pardiuai.  UBheljt  pnmjnooa  &111I 
iib«r  iitcwiariri  ;  a&d  tbe  aUowukoe  of  tfao  kboorer  out 
if  the  eommoa  itock.  wOl  ftlvmjt  be  la  proportioii  to  tiki 

§  81.  With  respect  to  the  aeeoiid  point,  whether  a  tu 
on  the  wmget  of  Uboor  would  niae  the  price  of  labour. 
Mr.  Bochjuian  ■ajt,  "  After  the  labomer  hftt  reoeiTed  tlie 
bar  reoompenee  of  his  labour,  how  can  be  hare  reooorae  on 
his  emplojer,  for  what  he  is  afterwards  compelled  to  paj 
awaj  in  taxes  ?  There  is  no  law  or  principle  in  human 
a&in  to  warrant  such  a  conclusion.  After  the  labourer 
has  receired  his  wages,  they  are  in  his  own  keeping,  and 
he  must,  as  ^  as  he  is  able,  bear  the  burthen  of  whaterer 
exactions  he  majr  erer  afterwards  be  exposed  to :  for  he 
has  dearlj  no  way  of  compelling  those  to  reimburse  him. 
who  hare  alreadj  paid  him  the  &ir  price  of  his  work.**  * 
Mr.  Buchanan  has  quoted,  with  great  approbation,  the 
following  able  passage  from  Mr.  Malthus's  Work  on  Popu- 
lation, which  appears  to  me  completelj  to  answer  his 
objection.  *'The  price  of  labour,  when  left  to  find  its 
natural  level,  is  a  most  important  political  barometer, 
expressing  the  relation  between  the  supplj  of  proTisiona» 
and  the  demand  for  them,  between  the  quantity  to  be  eou* 

>  [Smith,  ed.  Budianaa,  roL  ir.,  «•  Obeenrataoiiii,'*  pi  59,  and  ef 
'  [Smith  ed.  BaehaaaB,  roL  iiL,  pi  838,  note  ] 
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tnmad,  and  tlie  munber  of  oontomen ;  anOt  taking  on  the 
amago,  independently  of  accidental  circnmstancee.  it 
farther  eipreiiee,  dearly,  the  wants  of  the  aocietj  respect- 
ing population ;  that  is»  whaterer  may  be  the  number  of 
diildien  to  a  marriage  necessary  to  maintain  exactly  the 
piesent  popolation,  thepriceof  labour  will  be  just  sufKdent 
to  sniqport  this  number,  or  be  abore  it,  or  below  it,  accord- 
ing to  the  state  of  the  real  funds,  for  the  maintenance  of 
labour,  whether  stati<mary,  progressirer  or  retrograde. 
Tnstead,  howerer,  of  considering  it  in  this  light,  we  con- 
sider it  as  something  which  we  may  raise  or  depress  at 
pleasure^  something  which  depends  principally  on  his 
ICajes^s  justices  of  the  peace.  When  an  adrance  in  the 
price  of  pffOTisions  already  expresses  that  the  demand  is  too 
great  for  the  supply,  in  order  to  put  the  labourer  in  the 
same  condition  as  before,  we  raise  the  price  of  labour,  that 
is,  we  increase  the  demand,  and  are  then  much  surprised, 
that  the  price  of  prorisions  continues  rising.  In  this,  we 
act  much  in  the  same  manner,  as  if,  when  the  quicksilrer 
in  the  common  weather  glass  stood  at  iiartny,  we  were  to 
raise  it  by  some  forcible  pressure  to  settled  ^r,  and  then 
be  greatly  astonished  that  it  continued  raining." ' 

**  The  price  of  labour  will  express,  clearly,  the  wants  of 
the  society  respecting  population ; "  it  will  be  just  sufficient 
to  support  the  population,  which  at  that  time  the  state  of 
the  funds  for  the  maintenance  of  labourers,  requires.  If 
the  labourer's  wages  were  before  only  adequate  to  supply 
the  requisite  population,  they  will,  after  the  tax,  be  inade- 
quate to  that  supply,  for  he  will  not  hare  the  same  funds 
to  expend  on  his  family.  Labour  will,  therefore,  rise, 
because  the  demand  continues,  and  it  is  only  by  raising 
the  price,  that  the  supply  is  not  checked. 

Nothing  is  more  common,  than  to  see  bats  or  malt  riss 
when  taxed :  they  rise  because  the  requisite  supply  would  not 

on  POpolalion,"  toL  iL,  bk.  ilL,  c  v.,  pp.  160,  lU.] 
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be  afforded  il  tliej  4id  not  me :  so  with  Uboiar,  wbexi  wages 
iii  tMtdt  ite  p*^  riici.  liec&uie,  if  iidid  ih>U  tbe  requisite 
popilattir*  W0idd  sol  teWpi  tip.  ]>oei  not  Mr.  Budumas 
UIow  all  ihrnl  h  cofiteoded  for,  wli€ii  h^  sajt*  tli&t  *'  were  W 
(Uie  k^arer)  iikd«ed  red\iGed  to  i^  hare  idlowaaoe  of  neoes- 
tttiett  b«  would  then  mfier  ao  f  urtJber  sb^tcmcntof  hia  wages, 
&ji  b;  cotild  not  on  fiuch  cooditkn  ooDtitiae  ills  race?  ** ' 
S<ippo«e  tbe  circum»i^uice»  of  tlis  ^oontrjr  to  be  «iich,  tluU 
tlie  lowest  l&boitren  are  not  oolj  called  upon  to  contintx 
lltdr  rmoe:,  but  to  iocfcaie  il ;  tlielr  wiges  would  be  regu^ 
ktfd  Meordinglx.  Caa  tbej  multiplj  in  tbe  degree  re^quired. 
if  a  tax  takes  from  tbeiu  a  part  of  their  wages,  atid  tiedtioes 
tbcin  to  bajne  necesaanes  P 

It  is  undoubtedl J  true,  that  a  taxed  commodity  win  not  • 
rise  in  proportion  to  the  tax,  if  the  demand  for  it  diminish, 
and  if  the  quaotitj  cannot  be  reduced.  If  metallio  money 
were  in  general  use,  its  Tslue  would  not  for  a  consider- 
able time  be  increased  bj  a  tax,  in  proportion  to  the 
amount  of  the  tax,  because  at  a  higher  price,  the  demand 
would  be  diminished,  and  the  quantity  would  not  be 
diminished ;  and  imquestionably  the  same  cause  frequently 
influences  the  wages  of  labour;  the  number  of  labooren 
cannot  be  rapidly  increased  or  diminished  in  proportion  to 
the  increase  or  diminution  of  the  fund  which  is  to  employ 
them;  but  in  the  case  supposed,  there  b  no  necessary 
f^iminution  of  demand  for  labour,  and  if  diminished,  tlie 
demand  does  not  abate  in  proportion  to  the  tax.  Mr. 
Buchanan  forgets  that  the  f  imd  raised  by  the  tax,  is  employed 
by  OoTemment  in  maintaining  labourers,  unproductiTe 
indeed,  but  still  labourers.  If  labour  were  not  to  rise 
when  wages  are  taxed,  there  would  be  a  great  increase  in 
the  competition  for  labour,  because  the  owners  of  capita!, 
who  would  hare  nothing  to  pay  towards  such  a  tax,  would 
have  the  same  funds  for  employing  labour;  whilst  the 
OoTemment  who  receiTcd  the  tax  would  have  an  additioiial 
*  [Smith,  sd.  Buchanan,  voL  iiL,  p.  338,  note.] 
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fond  for  tlieHUBiepiirpote.  Oorernment  and  the  people  that 
beeome  eompetiton»  and  the  conaequenoe  of  their  compe- 
titioii  !•  »  riM  in  the  price  of  hUxnir.  The  same  number  of 
mmk  00I7  will  be  employed,  bat  they  will  be  employed  at 
additional  wages. 

If  the  tax  had  been  laid  at  once  on  the  people  of  capital, 
their  fond  for  the  maintenance  of  laboar  would  hare  been 
diminished  in  the  reiy  same  degree  that  the  fund  of 
Goremment  for  that  purpose  had  been  increased ;  and 
therefore  there  would  hare  been  no  rise  in  wages;  for 
though  there  would  be  the  same  demand,  there  would  not 
be  the  same  competition.  If  when  the  tax  were  leried, 
Ckyreniment  at  once  exported  the  produce  of  itasasubsidj 
to  a  foreign  State,  and  if  therefore  these  funds  were 
deroted  to  the  maintenance  of  foreign,  and  not  of  English 
laboorers,  such  as  soldiers,  sailors,  etc.  etc. ;  then,  indeed, 
there  would  be  a  diminished  demand  for  labour,  and  wages 
might  not  increase,  although  they  were  taxed;  but  the 
same  thing  would  happen  if  the  tax  had  been  laid  on  con- 
somable  commodities,  on  the  profits  of  stock,  or  if  in  any 
other  manner  the  same  sum  had  been  raised  to  supply  this 
subsidy :  less  labour  could  be  employed  at  home.  In  one 
case  wages  are  prerented  from  rising,  in  the  other  they 
must  absolutely  fall.  But  suppose  the  amount  of  a  tax  on 
wages  were,  after  being  raised  on  the  labourers,  paid  gra- 
tuitously to  their  employers,  it  would  increase  their  money 
fund  for  the  maintenance  of  labour,  but  it  would  not 
increase  either  commodities  or  labour.  It  would  conse« 
quentlf  increase  the  competition  amongst  the  employers 
ot  labour,  and  the  tax  would  be  ultimately  attended  with 
no  loss  either  to  master  or  labourer.  The  master  would 
pay  an  increased  price  for  labour ;  the  addition  which  the 
labourer  receiTed  would  be  paid  as  a  tax  to  (JoTemment, 
and  would  be  again  returned  to  the  masters.  It  must, 
howerer,  not  be  forgotten,  that  the  produce  of  taxes  is 
generally  wastef  uUy  eipended,  they  are  always  obtained  at 
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of  ibm  fmfkfm  mmbm^  vod  eDJojmeQis,  and 
Ijr  eitli«r  iJBriki  ^fild  or  i«lani  iu  &ccuma« 
Bj  dimimaluag  capitai  they  tend  lo  diminiab  the 
vnl  fBtkd  deitla«d  for  like  m&ijiieiuAoe  of  labour;  and 
to  dimmisli  tfae  tmX  demand  for  iu  Taxes  then, 
f.  as  far  aa  th^  impair  the  real  capital  of  U>e 
f ,  dmlniih  tka  dam&nd  for  labour,  and  therefore  it 
ii  a  probable,  Wl  not  a  oeooaojjt  nor  a  paeuHar  rm^m 
^aaice  of  a  tax  on  w«^ea>  tbat  tboagh  wages  would  rtae« 
tk^  would  ibot  riae  hy  a  sum  precicelj  equal  to  Uie  t^x. 

$  83.  Adam  Smitb,  at  we  bavv  teeD*  baa  fullj  allowed 
Ibat  tbe  effect  of  a  tax  <m  wagea,  would  be  to  faiie  wages 
bf  a  nun  at  ka<t  equal  to  tbe  tax«  aud  would  be  finaUj*  if 
not  lai]it«djale]/.  paid  bj  tbe  emplojer  of  labour.  Tbua 
hr  we  fullv '  a^rree ;  but  we  esaeutiaHj  dLffer  in  our  viewi 
of  the  subeequent  operation  of  such  a  tax. 

"  A  direct  tax  upon  the  wages  of  labour,  therefore***  aaji 
Adam  Smith, "  though  the  labourer  might  perhaps  paj  it  out 
of  his  hand,  could  not  properl  j  be  said  to  be  eren  adTaaoed 
bj  him ;  at  least  if  the  demand  for  labour  and  the  arerage 
price  of  prorisions  remained  the  same  after  the  tax  as  before 
it  In  all  such  cases,  not  onlj  the  tax  but  something  more 
than  the  tax,  would  in  realit  j  be  adyanced  bj  the  person  who 
immediatelj  employed  him.  The  final  pajment  would  in 
different  cases  fall  upon  different  persons.  The  rise  which 
such  a  tax  might  occasion  in  the  wages  of  manufacturing 
labour,  would  be  adranced  bj  the  master  manufacturer, 
who  would  he  eniUled  and  obliged  to  ckarge  ii  with  aptxfii^ 
upon  the  price  of  kit  goods,*  The  rise  which  such  a  tax 
might  occasion  in  country  labour,  would  be  adranced  bj 
the  fanner,  who,  in  order  to  maintain  the  same  number  of 
labourers  as  before,  would  be  obliged  to  employ  a  greater 

*  [NotyWI/y  ;  see  above  p.  201] 

*  [Hers  loUows  an  omitted  seatenee,  "The  final  paymentsi  this 
rise  of  wages,  therefore,  together  with  the  additioiial  profit  el  the 

'  naaalsetiirsr,  woold  IsU  apoQ  the  coDsamsr.'^ 
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capttiL    In  ofder  to  get  back  tliis  g^reater  capital,  together 
wiih  the  ordinary  proJUs  of  dock,  it  would  be  necessary  that 
he  should  retain  a  larger  portion,  or  what  comes  to  the 
same  thing,  the  price  of  a  larger  portion,  of  the  produce  of 
the  land,  and  consequentlj  that  he  should  paj  less  rent  to 
the  landlord.  The  final  payment  of  this  rise  of  wages  would 
m  this  case  fisll  upon  the  landlord,  togetkerwiththe  additumal 
frofiU  of  ike  farmer  who  had  advanced  it.     In  all  cases  a 
dinet  tax  upon  the  wages  of  labour  must,  in  the  long  run, 
oeoatioa  both  a  grsater  reduction  in  the  rent  of  land,  anda 
gieater  rise  in  the  price  of  manufactured  goods,  than  would 
haTe  followed,  from  the  proper  assessment  of  a  sum  equal 
to  the  produce  of  the  tax,  partly  upon  the  rent  of  land, 
and  partly   up<m  consumable   commodities."  ^    Vol.  iii. 
p.  887.    In  this  passage  it  is  asserted  that  the  additional 
wages  paid  by  fiirmers  will  ultimately  fall  on  the  landlords, 
who  will  reoeiTC  a  diminished  rent ;  but  that  the  additional 
wages  paid  by  manufacturers  will  occasion  a  rise  in  the 
price  of  manufactured  goods,  and  will  therefore  fall  on  the 
consumers  of  those  commodities. 

Now,  suppose  a  society  to  consist  of  landlords,  manu- 
facturers, farmers  and  labourers,  the  labourers,  it  is  agreed, 
would  be  recompensed  for  the  tax ; — but  by  whom  ? — who 
would  pay  that  portion  which  did  not  fall  on  the  land- 
lords P — the  manufacturers  could  pay  no  part  of  it ;  for  if 
the  price  of  their  commodities  should  rise  in  proportion  to 
the  additional  wages  they  paid,  they  would  be  in  a  better 
situation  after  than  before  the  tax.  If  the  clothier,  the 
hatter,  the  shoe-maker,  etc.,  should  be  each  able  to  raise 
the  price  of  their  goods  10  per  cent., — supposing  10  per 
eenl  to  recompense  them  completely  for  the  additional 
wages  they  paid,— if,  as  Adam  Smith  says,  "  they  would 
be  entitled  and  obliged  to  charge  the  additional  wages 


*  [The  whole  psassge  Is  sosMwhal  inaeeurately  quoted.   Bk.  v., 
ciL,ppcM»h,36da.] 


mA  m  pr^  ispoa  the  ptic^  ot  their  goQd««'*  tbej  omldaMk 
^tomtime  u  mudi  a«  before  of  ^ch  otbar^i  gooda»  aod 
tlkeivioi*  Ikiy  wmU  p&j  Mtbi&g  toimfdi  tiie  lax.  If  the 
clotliier  paid  SMfv  for  kk  lftt«  smd  sboet,  be  would  reoeivd 
DvoT«  for  bis  dMh.  mad  if  the  liatterpud  more  far  Ins  clotli 
and  tliooik  be  voold  reoeiTt  more  for  his  k&ts.  AH  m&no- 
Iftciared  oomBiodiues  %heu  irould  be  bougbt  bj  tbem  witb 
A«  modb  mit&HtMff^  M  birf«v««  and  toa&mucb  §m  com  would 
pol  bs  isiiei  in  prioe,  wbidi  ii  Dr.  Smitb't  supp^sitloxi, 
irEiiUt  ihbj  bad  mii  additumal  sum  to  laj  <mt  ixpam  it« 
|ivii«bt*e,  Umj  would  bo  beoedtad,  mod  not  injured  bj  sucb 

If  thai  ncitber  tb*  Ubouren  nor  tbe  muiifacttiTeri 
wonldcc-r,*-"^-:'^  *-^^7!s  =:-^  :.  !aij  if  the  f.rLi; fr^  ^%i,.uld 
be  also  recompensed  bj  a  CaU  of  ront»  landloida  alone 
must  not  onlj  bear  its  own  weight*  but  thej  most  alao 
contribute  to  the  increased  gains  of  the  mannfacturera. 
To  do  this,  howerer,  thej  should  consume  all  the  maau- 
Nurtured  commodities  in  the  countir,  for  the  additional 
price  charged  on  the  whole  mass  is  little  more  than  tlio 
tax  originallj  imposed  on  the  labourers  in  manufac- 
tures. 

Now  it  will  not  be  disputed  that  the  clothier,  the  hatter, 
and  all  other  manufacturers,  are  consumers  of  each  other^s 
goods ;  it  will  not  be  disputed  that  labourers  of  all  descrip* 
tioDS  consume  soap,  cloth,  shoes,  candles,  and  Tariooa 
other  commodities ;  it  is  therefore  impossible  that  the 
whole  weight  of  these  taxes  should  faU  on  landlords 
onlj. 

But  if  the  labourers  paj  no  part  of  the  tax,  and  jet 
manufactured  commodities  rise  in  price,  wages  must  rise» 
not  onlj  to  compensate  them  for  the  tax,  but  for  the  in* 
creased  price  of  manufactured  necessaries,  which,  as  £sr  as 
it  affects  agricultural  labour,  will  be  a  new  cause  for  the 
fidl  of  rent;  and,  as  far  as  it  affects  manufacturing  laboor, 
<or  a  further  rise  in  the  price  of  goods.    This  rise  in  the 
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priee  of  goods  will  igain  operate  on  wages,  and  the  action 
and  re-action  firstof  wageeon  goods,  and  then  of  goods  on 
wages,  will  be  extended  without  anj  assignable  limits. 
Tlie  arguments  by  which  this  theory  is  supported,  lead  to 
such  absurd  conclusions,  that  it  may  at  once  be  seen  that 
tlie  {ffindple  is  wholly  indefensible. 

AD  the  effects  which  are  produced  on  the  profits  of  stock 
and  the  wages  of  labour,  l^  a  rise  of  rent  and  a  rise  of 
aecgssaries,  in  the  natural  progress  of  society,  and  increas- 
ing diflkulty  of  production,  will  equally  follow  from  a  rise 
of  wages  in  consequence  of  taxation ;  and,  therefore,  the 
enjoyments  of  the  labourer,  as  well  as  those  of  his  em- 
ployers, will  be  curtailed  by  the  tax ;  and  not  by  this  tax 
particularly,  but  by  erery  other  which  should  raise  an 
equal  amount,  as  they  woidd  all  tend  to  diminish  the  fund 
destined  for  the  maintenance  of  labour. 

The  error  of  Adam  Smith  proceeds  in  the  first  place 
from  supposing,  that  all  taxes  paid  by  the  farmer  must 
necessarily  fall  on  the  landlord,  in  the  shape  of  a  deduction 
from  rent.  On  this  subject  I  haTc  explained  myself  most 
fully,  and  I  trust  that  it  has  been  shown,  to  the  satisfac- 
tion of  the  reader,  that  since  much  capital  is  employed  on 
the  land  which  pays  no  rent,  and  since  it  is  the  result 
obtained  by  this  capital  which  regulates  the  price  of  raw 
produce,  no  deduction  can  be  made  from  rent ;  and,  con- 
sequently, either  no  remuneration  will  be  made  to  the 
fiunner  for  a  tax  on  wages,  or  if  made,  it  must  be  made  by 
an  addition  to  the  price  of  raw  produce. 

If  taxes  press  unequally  on  the  farmer,  he  will  be 
enabled  to  raise  the  price  of  raw  produce,  to  place  himself 
on  a  lerel  with  those  who  carry  on  other  trades ;  but  a  tax 
on  wages,  which  would  not  affect  him  more  than  it  would 
affect  any  other  trade,  could  not  be  remoTod  or  compen- 
sated by  a  high  price  of  raw  produce ;  for  the  same  reason 
wUch  should  induce  him  to  raise  the  price  of  com,  namely, 
to  remunerate  himself  for  the  tax,  would  induce  the  clothier 
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f  88.  If  the  dbd  ^  taaw  on  wages  be  lach^at  I  hi 
deeeribed*  th^  do  ttoi  merit  the  oensuze  cast  upon  them 
Dr.  Smith.  He  obearree  of  such  taiee,  **  Theoe,  and  to 
Uhertazeeof  themmekindtbyiainngthe  price  of  kbo 
aie  mid  to  ha^e  miiied  the  gret^  part  of  the  mannfticta 
of  HoUand.  Similar  taxes,  thoagfa  not  quite  so  hea 
take  plaee  in  the  IChmese,  in  the  states  of  Gknoa,  in  1 
daehj  of  Modena.  in  the  duehies  of  Farma,  Flaoentia.  a 
OnsstsHa,  and  in  the  ecclesiastieal  states.  AFrenchantl 
sf  some  aote^  has  proposed  to  reform  the  finances  of  1 
eoontij,  bj  substituting  in  the  room  of  other  taxes,  t] 
most  itunoas  of  all  taxes.  '  There  is  nothing  so  absnr 
says  Cicero,  *  which  has  not  sometimes  been  asserted 
some  philosophers.*^'  And  in  another  place  he  m? 
**  Taxes  upon  necessaries,  bj  raising  the  wages  of  laloi 
necessarily  tend  to  raise  the  price  of  all  mannfacton 
and  conseqnentlj  to  diminish  the  extent  of  their  sale  ai 
eonsomption. '  Ther  would  not  merit  this  censure,  ert 
if  Dr.  Smith's  principle  were  correct,  that  such  taxes  won 
'enhance  the  prices  of  manu&urtured  commodities ;  for  tw 
an  effect  could  be  onlj  temporary,  and  would  subject  at 
no  disadrantage  in  our  foreign  trade.  If  any  cause  slioa 
raise  the  price  of  a  few  manufactured  commodities,  it  won! 
prerent  or  check  their  exportation ;  but  if  the  same  can 
operated  generally  on  all,  the  effect  would  be  merei 

men,  who  all  hare  occaumn  to  consame  a  certain  quantity  of  ear 
If  the  |iriee  ol  corn  rises,  lie  ia  ohliged  to  raiae,  in  an  equal  propi 
tioo,  theprieeof  biaprodncttona.**    VoL  L,  p.  235. 

*  [Rieardo  ia  mistaken  in  sappoaing  that  in  Uua  passage  (Uk.  t 
CL  tL,  p.  370  b)  Adam  Smith  ii  speaking  of  direct  taxes  on  wagv 
He  is  speaking  of  taxes  on  the  necessariea  of  life,  which  woohi  kiv 
the  elfoet  of  raiding  wagea,  and  would  operate  in  the  same  waya 
aaeh  taxes.  That  he  held  the  same  opinion  about  direettax«  a 
wages  ia  clear  from  many  passages,  and  eapeeiaUy  bk.  r.,  e.  ii* 
pi  SSda I  «'  Abaard  and  destraetiYs  aa  aaeh  taxea  sis.  hovcm 
they  take  pbee  ia  aaaay  eoaatrisa,**  etc] 

•[Bk.T.,CLiL,  p.SSSa.] 
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interfere  with  tlieir  Tdatitre 

,  wut  is  ma^  4|fitt  ifariiiflh  t^e  ttimulus  to  &  trftcb) 

«f  Wrter,  wbldi  all  coiamereet  b^tii  £af«igii  aikl  damevtijCf 

nmSij  U.^ 

I  liAve  ftlraidj  ^teiDpted  to  tbov«  tlg^  wbea  ad^  cmtt^ 

[Rkttnlo'i  iMdbkf  oa  tUi  Hal  ni^  be  i{0»««d  lata  Iwo  pm- 


^}  Tke  fMitt  1ft   wyeb   wwinintie*  etclM^  tar  mm 
ImkMig  4mmt^mA  hf  ll»   rvvpcetiv^   firimipi   or 
r  iMr  iiradttftioil,  u  altefmtioo  In  tlie  utMml 
thai  iilM  Hbc  lU^^^nv  in  wku^li  «IJ  tbv  kkrarea  fmnk- 
hi  tlie  envuiMiiitiQ  prn^oceil  \if  Ui«if  litoai;  euiiiot 
«ieet  iMi  r«ti^     T^  A;»^rt  t}t«l  it  ^\tmm,  k  to  ■>nirt  lllftl  tljera 

TkiA  would  tmdenUbly  be  the  ceae,  did  labour  enter  to  aa 
equal  extent  into  the  prodaction  o£  the  raiioiis  comroodititti. 
But  AS  it  enter*  into  such  prodaetion  in  very  varying  extents 
Hi  19,  20),  the  ratios  in  which  the  varioos  coninioditieB  ex- 
diaage  may  l(e  altered  by  sueh  a  rise  in  wages. 

(6)  In  the  case  of  foreign  trade,  oommodiUes  do  not,  it  in 

true,  exchange  in  the  ratios  of  their  costs  of  production,  but 

according  to  the  laws  of  comparative  cost  (|  47).     Bat  thin 

lieing  so,  an  alteration  in  tlie  wages  of  labour,  unless  it  tend, 

A.H  aliove,  to  alter  tlie  relative  value  of  commodities,  will  have 

no  effect  ujion  the  direction  of  foreign  trade.     Putting  aside 

price  for  a  time,  and  considering  trade  as  a  matter  of  barter,  is 

it  not  eWdent  that  the  rate  of  total  return  or  remuneration  to 

thone  engaged  in  production  if  the  result  of  the  facilities  with 

which  such  production  takes  place?    If  the  people  employeil, 

then,  in  such  production  take  less  for  their  labour  and  trouble 

tliat  their  facilities  allow  them,  they  will  be  benefiting  those 

with  whom  they  are  associated  with  in  prodaction,  that  is,  pro- 

litft  would  rise      If  all  employers,  capitalists,  and  laljonrers 

took  less  than  their  sliare,  they  would  l)e  engaging  in  foreign 

trade  to  their  own  disadvantage.     Tlus  they  will  not  da 

Thene  remarks  may  be  made  by  way  of  qualification. 

Such  a  sacrifice  may  be  advantageously  made  in  order  to  secure 

tiie  custom  of  a  particular  market  for  the  future.    This  principle 

^^^  manufacturers  and  others  to  sell  under  cost  price  for  a  time  in 

^ler  to  breed  the  idea  that  their  goods  are  dieaper  than  those  sold 

^  oUicM     They  rely  on  the  permanence  of  eostom. 
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the  prioet  of  all  oommoditiet,  the  effects  are  nearly 
simikr  to  a  fall  in  the  value  of  monej.  If  money  falU  in 
Talne,  all  eommoditaes  rise  in  price ;  and  if  the  effect  is  con- 
fined to  one  conntrj*  it  will  affect  its  foreign  commerce  in 
the  same  waj  as  a  high  price  of  commodities  caused  bj 
genenJ  taxation ;  and,  therefore,  in  examining  the  effects 
of  a  low  value  of  monej  confined  to  one  country,  we  are 
also  examining  the  effects  of  a  high  price  of  commodities 
eonfined  to  one  country.  Indeed,  Adam  Smith  was  fully 
awaxe  of  the  resembhmce  between  these  two  cases,  and  con* 
sistently  maintained  that  the  low  value  of  money,  or,  as  he 
calls  it,  of  silver  in  Spain,  in  consequence  of  the  prohibi. 
tion  against  its  exportation,  was  very  highly  prejudicial  to 
the  manufactures  and  foreign  commerce  of  Spain.  "  But 
that  degradation  in  the  value  of  silver,  which  being  the 
effect  either  of  the  peculiar  situation,  or  of  the  political 
institutions  of  a  particular  country,  takes  place  only  in 
that  country,  is  a  matter  of  very  great  consequence,  which, 
far  from  tending  to  make  any  body  really  richer,  tends  to 
make  every  body  really  poorer.  The  ri$e  in  the  moN«jf 
price  of  aU  eommoditiee,  whieh  ie  in  thie  ease  peculiar  to  ikai 
eowUry,  tends  to  discourage  more  or  less  every  sort  of 
industry  which  is  carried  on  within  it,  and  to  enable 
foreign  nations,  by  furnishing  almost  all  sorts  of  goods  for 
a  smaller  quantity  of  silver  than  its  own  workmen  can 

In  the  weond  place,  we  miifft  not  oonfmie  the  effect  of  a  Ueniaiid 
for  high  wages  witli  high  wages  themselrea.  Tlie  former  may,  ud 
often  does,  min  the  trade  of  a  nation. 

In  the  third  place,  we  mnst  notice  UiAt  high  wages,  brought  aliost 
by  taxation,  nmy  issne  in  tlie  min  of  all  prodoetire  enterpriM  ii 
the  country.  It  may  cease  to  be  possible  to  remain  in  the'oooDtry, 
aa  Kicardo  points  out  in  anothor  place  (|  87). 

The  whole  question  of  wages  and  foreign  trade  is  treated  of  at 
length  in  Cainies,  J.  E.,  "Some  Leading  Principles  oliPoUtictl 
Eeooony,**  pi.  iiL,  cc  L,  iL  Smith  took  a  different  view,  ••WealU 
of  Nataone,**  bk.  L,  c  ix.,  p^  41  ai  '*  In  eooatries  which  are  M 
adTaaeing,'*ete.] 
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fold  md  mUrm  were  fra^  *  tli*  gold  Md  sili^r 
go  AbrcAd.  would  Mt  f 
lit  «9«U  bnof  l»ek  u  oqwl  ibIh  «f 

■ttTHker.    naa»  foodit  teoi,  w^gnU  qoI  be  all 

whp  firinnf  DOlliiaf  in  luHiiii  iar  Aeir  qoih 
As  tbtt  pal  iv«ftltJi  ud  r«v«aiie  of  U3e  peopLo 

of  gold  and  nlrer,  lo  would  nettlier  their  eooramption  be 
ftogmented  bj  it.  Thoee  goods  would,  pfobablj  the  greater 
part  of  them,  and  certainlj  some  pwrt  of  them,  oonsist  in 
■aterials,  tools,  and  proTisions,  for  the  emplojmeiit  and 
Bsintenaace  of  iDdustiioas  people,  who  would  reproduce 
vith  a  profit,  the  full  ralue  of  their  oonsmnptioii.  A  part 
of  the  dead  stock  of  the  sodet  j  would  thus  be  turned  into 
ictire  stock,  and  would  put  into  motion  a  greater  quanta^ 
of  mdustrj  than  had  been  employed  before.** ' 

Br  not  allowing  a  free  trade  in  the  precious  metals 
vhen  the  prices  of  conunodities  are  raised,  either  bj  taxa- 
tion, or  by  the  influx  of  the  precious  metals,  jou  prerent  a 
part  of  the  dead  stock  of  the  sodetj  from  being  turned 
into  actire  stock — ^you  preTcnt  a  greater  quantity  of  in- 
dustry from  being  employed  But  this  is  the  whole 
amount  of  the  eril ;  an  eril  nerer  felt  by  those  countries 
vbere  the  exportation  of  silrer  is  either  allowed  or  eon* 
lived  at 

The  exchanges  between  countries  are  at  par  only,  whilst 
tliey  hare  precisely  that  quantity  of  currency  which  in  the 
^fitud  situation  of  things  they  should  hare  to  carry  on  the 


k 


'  [Bk.  iv.,  c  T.,pw  906a.]  •  [Bk.  ir.,  c.  t.,  p  200 a.] 
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dreolatioii  of  their  commodities.  If  the  trade  in  the  pre- 
cione  metali  were  perfectly  free,  and  money  could  be  ex- 
ported without  anj  expense  whaterer,  the  exchanges 
eonld  be  no  otherwise  in  ererj  country  than  at  par. 
If  the  trade  in  the  precious  metals  were  perfectly  free, 
if  they  were  generally  used  in  circulation,  eren  with  the 
expenses  of  transporting  them,  the  exchange  could  nerer  in 
any  of  them  deriate  more  from  par,  than  by  these  expenses. 
These  principles,  I  belicTe,  are  now  nowhere  disputed.  If 
a  country  used  paper  money,  not  exchangeable  for  specie, 
and,  therefore,  not  regulated  by  any  fixed  standard,  the 
exchanges  in  that  country  might  dcTiate  from  par,  in  the 
same  proportion  as  its  money  might  be  multiplied  beyond 
that  quantity  which  would  haTe  been  allotted  to  it  by 
general  commerce,  if  the  trade  in  money  had  been  free, 
and  the  precious  metals  had  been  used,  either  for  monej, 
or  for  the  standard  of  money.  * 

If  by  the  general  operations  of  commerce,  10  millions  of 
pounds  sterling,  of  a  known  weight  and  fineness  of  bullies, 
should  be  the  portion  of  England,  and  10  millions  of  paper 
pounds  were  substituted,  no  effect  would  be  produced  oo 
the  exchange ;  but  if  by  the  abuse  of  the  power  of  issuing 
paper  money,  11  millions  of  pounds  should  be  emplojed 
in  the  drcuhition,  the  exchange  would  be  9  per  cent 
against  England ;  if  12  millions  were  employed,  the  ex- 
change would  be  16  per  cent. ;  and  if  20  millions,  the  ex- 
change would  be  50  per  cent,  against  England.  To  pro- 
duce this  effect  it  is  not,  howerer.  necessary  that  paper 
money  should  be  employed :  any  cause  which  retains  ia 
circulation  a  greater  quantity  of  pounds  than  would  hare 
cireulated,  if  commerce  had  been  free,  and  the  preciout 
metals  of  a  known  weight  and  fineness  had  been  ufed, 
cither  for  money,  or  for  the  standard  of  money,  wooU 

'  [The  elleet  of  aa  orer-lMue  of  p*per  money  on  the  fbreigB  tfj 
b  fnlly  ezplaiiied  in  Gow^hen,  **  Foreigii  Ezduuicii.' 
T.l 


r 


jrom  j£Si  to  j^iJ  p«r  piece.  «t  dbimU  j^K  m  fatalj  . 

X  A^ier  M  bieDOR  lotf  hac»  oor  a  eoBpcaaUMi  of  M  per 

siaoi^ ;  io  ^hftft  wisa  j£20  of  him  Miflty>  ke  f  rtl  piv- 
:iukw  4  I^  wuab.  wQoiii  tmaMn  k»  to  paj  a  delit  of  XtO 
ji  Knyanii.  Li  citai  aaM  manarr  if  kecspOTtcd  a  oooi. 
aAnusjw^dioos&JSSOtt  kjme»  and  wkkk  aoUmSaiglaBd 
air  jl40  bn  wwilii  oolj  reccriv  JdX  for  JCM  m  ^^gfa^^nj 
▼uolil  oolj  p"*"»**^  a  bill  for  JEM  «a  a  foreigm  eovatiy. 
Tbtt  ooM  €&cto  wwLyi  foCov  firam  vkatover  CNne  90 
BiHiotti  cooM  b«  foreed  to  perform  tkt  Iwiiiw  qf  cireifc- 
k&oa  xa  ^^^^i  if  10  wi^^^"*^***  oalj  ii«re  nfftiHiy,  If 
to  tbsord  a  law*  m  tke  prohibitioQ  of  tkt  exportation  of 
tlitf  precMai  BKtala^  coold  be  cnf oreed«  aad  tke  mnee 
(^oeace  of  taek  prohibitiQa  were  to  force  11  miHione  of 
jQod  poQBdi^  freek  from  tke  Miat^  iaetcad  of  IOl  into 
arcoiatioQ,  tke  ex^ange  woold  be  9  per  cent,  ftgaiast 
£ii«laad ;  if  12  millkme.  16  per  cent^  and  if  SO  millions^ 
^  per  cent  mgaiast  Si^land.  B«t  no  dieeoongemcnt 
voold  be  grren  to  tke  manufociinree  of  Kngland ;  if  kome 
««moditaee  eold  at  a  kigk  priee  in  Engtawl,  so  woold 
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foragn  commodities;  mod  whether  thej  were  higli  or  low 
wo«ild  be  of  little  importance  to  the  foreign  exporter  and 
importer,  whilst  he  would  on  the  one  hand,  be  obliged  to 
allow  a  compensation  in  the  exchange  when  his  commo- 
dities sold  at  a  dear  rate,  and  would  receiTc  the  same 
compensation,  when  he  was  obliged  to  purchase  English 
commoditaes  at  a  high  price.     The  sole  disadrantage, 
then,  which  could  happen  to  a  country  from  retaining, 
bj  pi:i>hibitor7  laws,  a  greater  quantity  of  gold  and  silTer 
in  cireulation  than  would  otherwise  remain  there,  would 
be  the  loss  which  it  would  sustain  from  employing  a 
portion  of  its  capital  unproductiTely,  instead  of  employ- 
ing  it  productirely.     In  the  form  of  money  this  capital  is 
productiTe  of  no  profit;  in  the  form  of  materials,  ma- 
chinery, and  food,  for  which  it  might  be  exchanged,  it 
would  be  productiTe  of  reTcnue,  and  would  add  to  the 
wealth  and  the  resources  of  the  State.    Thus  then,  I  hope, 
I  hare  satisfactorily  proTed,   that  a  comparatiTely  low 
price  of  the  precious  metals,  in  consequence  of  taxation,  or, 
in  other  words,  a  generally  high  price  of  commoditiet, 
would  be  of  no  disadTantage  to  a  State,  as  a  part  of  the 
metals  would  be  exported,  which,  by  raising  their  Talue, 
would  again  lower  the  prices  of  commodities.  And  further, 
that  if  they  were  not  exported,  if  by  prohibitory  laws  tbej 
could  be  retained  in  a  country,  the  effect  on  the  exchange 
would  counterbalance  the  effect  of  high  prices.     If.  then, 
taxes  on  necessaries  and  on  wages  would  not  raise  the 
prices  of  all  commodities  on  which  labour  was  expended, 
they  cannot  be  condemned  on  such  grounds ;  and  more- 
orer,  eren  if  the  opinion  giTen  by  Adam  Smith,  that  thej 
would  haTc  such  an  effect  were  well  founded,  they  would 
be  in  DO  degree  injurious  on  that  account.    They  would  be 
objectionable  for  no  other  reason  than  those  which  might 
be  justly  urged  against  taxes  of  any  other  description. 

The  landlords,  as  such,  would  be  exempted  from  the 
burden  of  the  tax ;  but  as  far  as  they  directly  emplojed 


sir 


mfmr  ma  iUf  ^Ki  A» 
iaakDj  pmid  {Mrtir  b^  kadlocds  ia  lbe< 
XAtir  Uads*  aad  pftrtij  bf  rick 
hrdM  or  ockcn,  xa  the  adrmaeed  price  a£ 
zoodi  ;  **  for.  m  Jmr  cv  ikem  texct  i^eetf  tiU  Imh^urimg  jMor, 
i^er  will  be  almost  wbolij  paid  bj  tlie  diminished  pnifita  of 
ftock«  a  man  part  oolj  being  paid  bjthe  labourers  tliem- 
mrirt%  in  tlie  diminished  demand  for  labour,  which  taiation 
of  ererj  kind  has  a  tendency  to  prodoce. 

§  84.  It  is  from  Dr.  Smith's  erroneous  Tiew  of  the  effect 
of  those  taxes,  that  he  has  been  led  to  the  condaskm,  that 
**  the  middling  and  superior  ranks  of  people,  if  thej  under- 
stood their  own  interest,  ooght  alwajs  to  oppose  all  taxes 
upon  the  necessaries  of  life,  as  well  as  all  direct  taxes  upon 
the  wages  of  labour.**  This  conclusion  follows  from  his 
reasoning,  **  that  the  final  pajment  of  both  one  and  the 
other  falls  altogether  upon  themseWes,  and  alwajs  with  a 
considerable  orercharge.  Thej  fall  heaTiest  upon  the 
landlords,'  who  alwajs  paj  in  a  double  capadtj ;  in  that 

■  [This  and  fbUowing  qnoUtions  from  <*Wealth  of  Nations'* 
(ed.  Nicholsoo),  bk.  t.,  e.  iL,  pw  360  a  and  k] 

'  80  far  from  Uiis  being  true,  they  would  scarcely  affect  tho 
landlords  and  stockholder. 
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of  landkundiy  bj  Ui6  reduction  of  their  rent»  and  in  that  of 
fidi  ooorameiv,  by  the  increaae  of  their  expenae.  The 
obeervmtioo  of  Sir  Matthew  Decker,  that  certain  taxes,  are 
in  the  price  of  certain  goods,  sometimes  repeated  and 
aceomnkted  four  or  Atc  times,  is  perfectly  jnst  with 
VQgard  to  taxes  apon  the  necessaries  of  life.  In  the  price 
of  leather,  for  example,  you  must  pay,  not  only  for  the  tax 
upoo  the  leather  of  your  own  shoes,  but  for  a  part  of  that 
upaa  those  of  the  shoemaker  and  the  tanner.  You  must 
^7»  too,  for  the  tax  upon  the  salt,  upon  the  soap,  and 
upon  the  candles,  which  those  workmen  consume  while 
employed  in  your  sendee,  and  for  the  tax  upon  the  leather, 
whidi  the  salt-maker,  the  soap-maker,  and  the  candle- 
maker  consume,  while  employed  in  their  senrice." 

Now  as  Dr.  Smith  does  not  contend  that  the  tanner,  the 
salt-maker,  the  soap-maker,  and  the  candle-maker,  will 
either  of  them  be  benefited  by  the  tax  on  leather,  salt, 
•oap^  and  candles;  and  as  it  is  certain,  that  OoTcmment 
wiU  leoeiTe  no  more  than  the  tax  imposed,  it  is  impossible 
to  conceiTe,  that  more  can  be  paid  by  the  public  upon 
whomsoerer  the  tax  may  falL  The  ridi  consumers  may, 
and  indeed  will,  pay  for  the  poor  consumer,  but  they  will 
pay  no  more  than  the  whole  amount  of  the  tax ;  and  it  is 
not  in  the  nature  of  things,  that  "the  tax  should  be 
rapeated  and  accumulated  four  or  Stc  times.** 

A  system  of  taxation  may  be  defectiTc ;  more  may  be 
raised  from  the  people,  than  what  finds  its  way  into  the 
cofars  of  the  State,  as  a  part,  in  consequence  of  its  effect 
OB  prices,  may  possibly  be  receiTed  by  those  who  arc 
benefited  by  the  peculiar  mode  in  which  taxes  are  laid. 
Such  taxes  are  pernicious,  and  should  not  be  encouraged ; 
for  it  may  be  laid  down  as  a  principle,  that  when  taxes 
operate  justly,  they  conform  to  the  first  of  Dr.  Smith's 
msTims,  and  raise  from  the  people  as  little  as  possible 
beyond  what  enters  into  the  public  treasury  of  the  State. 
IL  Say  says,  ''others  offer  plans  of  finance,  and  propose 


of  ft  ««siL    To  wkate^vT  Mmj  fto  cpeTstmt  ibbt  bi  4a^ 

wiateTer  iii  gfiiifirylin><  «•  mmy  m$im  h  uida^  w«  cia 
«bIj  ^ve  &  vilot  by  cmilJBg'  it.  or  %  t&ki^  it  trom 
otiMSfv.  Tb»  vvf;  btil  of  ill  pUiu  of  fi&uce  ie  to  iiiaid 
HtlHiaJ  tlio  best  of  lU  tu«e  ia^  tKat  whidi  u  tlie  kmit  is 


Dr.  Smith  uniformlj,  and  I  thmk  justlj*  eontaiidi»  thai 
the  kbouring  dasses  cannot  materially  contribata  to  the 
burdens  of  the  State.  A  tax  on  ncoeiisrics,  or  on  iraget* 
will  therefore  be  shifted  from  the  poor  to  the  rich :  if  then 
the  meaning  of  Dr.  Smith  is,  *'  that  certain  taxes  are  in 
the  price  of  certain  goods  sometimes  repeated,  and  ac» 
cumulated  four  or  fiTe  times,*'  for  the  purpose  only  of 
accomplishing  this  end,  namely,  the  transference  of  the 
tax  from  the  poor  to  the  rich,  they  cannot  be  liable  to 
censure  on  that  account. 

Suppose  the  just  share  of  the  taxes  of  a  rich  consumer 
to  be  jCIOO  and  that  he  would  pay  it  directly,  if  the  tax 
were  laid  on  income,  on  wine,  or  on  any  other  luxury,  he 
would  suffer  no  injury  if  by  the  taxation  of  necessaries,  he 
should  be  only  called  upon  for  the  payment  of  JS25,  as  far 
as  his  own  consumption  of  necessaries,  and  that  of  his 
family  was  concerned ;  but  should  be  required  to  repeat 
this  tax  three  times,  by  paying  an  additional  price  for 
other  commodities  to  remunerate  the  labourers,  or  their 
employers,  for  the  tax  which  they  haTe  been  called  upon  to 
adTance.    Etcu  in  that  case  the  reasoning  is  inoonclusiTe: 

^  ["Econoniie  PoliUque,"  bk.  ilL,  c  viiL,  vol.  IL,  p.  208.] 


g  an  increased  price  for  the  necesBaries  and  other 
lodities  he  consuroes  ?  If  more  be  not  paid  bj  the 
e,  than  what  is  receired  by  GoTemment,  the  rich 
mer  will  only  pay  his  equitable  share ;  if  more  is 
Adam  Smith  should  haTe  stated  by  whom  it  is 
"ed ;  but  his  whole  argument  is  founded  in  error,  for 
ffioM  of  oommodities  would  not  be  raised  bj  such 

Say  does  not  appear  to  me  to  haTe  consistently 
ed  to  the  obrious  principle,  which  I  hare  quoted 
his  able  work;  for  in  the  next  page,  speaking  of 
on,  be  8a7s» ''  When  it  is  pushed  too  far,  it  produces 
lamentable  effect,  it  depriyes  the  contributor  of  a 
n  of  his  riches,  without  enriching  the  State.  This 
at  we  may  comprehend,  if  we  consider  that  every 
power  of  consuming,  whether  producUrely  or  not, 
ited  bj  his  income.  He  cannot  then  be  depriyed  of 
;  of  his  income,  without  being  obliged  proportionallj 
uoe  his  consumption.  Hence  arises  a  diminution  of 
id  for  those  goods,  which  he  no  longer  consumes,  and 
nlarlj  for  tboee  on  which  the  tax  is  imposed.  From 
imination  of  demand,  there  results  a  diminution  of 
Bliont  And  consequently  of  taxable  commodities. 
Milribiitor  then  will  loss  a  portion  of  his  enjoyments; 
xiducer  a  portion  of  his  profits ;  and  the  treasury,  a 
n  of  its  receipts.**  ^ 

Say  instances  the  tax  on  salt  in  France,  prerious  to 
rohition  ;  which,  he  says,  diminished  the  production 
.  by  one  half.*    It  howerer,  less  salt  was  consumed. 


•  PdUtiqae,"  bk.  UL,  e.  rtiL.  ¥oL  IL,  p.  MH] 
Ik,  p.  MKK  note  i.] 


hatltaMJbit 
xhe  cammtodatw  tmxed  be 
drwind  for  eom  tkoold 
jCIOO  per  &AaQ»  More  for 
AsuHmt  Abate  in  mj 


It   M 


U 
tki  my 
M  I  maj  ptcfar  to  paj 
I  J  eorm,  and  to  tb«  mne 
lor  wiBe.  fiimituie^  or  an j 


otber  lozurr.'  Leci  capital  will  ooeaequently  be  emplojei 
in  the  wine  or  uphoUtefj  tzmde,  bat  moie  will  be  emplojed 
in  mannfacturing  tboee  ooounoditiea,  <m  whidk  the  taxes 
leried  bj  GoTemment  will  be  expended. 

IL  Saj  aajs '  tliat  IL  Tnigot,  by  reducing  the  market 
does  oti  fiah  (le§  droits  ^emiree  H  de  JudU  nor  la  iniN^)  in 
Paris  one  half,  did  not  <^i?«Tnja}i  the  amount  of  their 
produce*  and  that  conaeqnentlj  the  conamnption  of  fish 
must  hare  doubled.  He  infers  from  this,  that  the  profits 
of  the  fishermen  and  those  engaged  in  the  trade,  must 


*  M.  8ay  says,  that  "that  the  tax  added  to  the  prioe  of  a  eom* 
modity,  raises  iU  price.  Erery  increase  in  the  prioe  of  a  oommodity, 
DeecMarily  reduces  the  number  of  those  who  are  aUe  to  pnichase 
it,oratleasttheqaantity  they  will  consume  of  iu"  This  is  by  no 
means  a  necessary  conseqneifce.  I  do  not  believe,  that  if  bread 
were  taxed,  the  oonsnmption  of  bread  would  be  diminished,  mors 
than  if  cloth,  wine,  or  soap  were  taxed. 

*  ["Econ.  PbL,**  bk.  liL,  e.  Yiii,  toI.  iL,  pp.  aOl-8.] 
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liATe  doaVled,  ajid  tbat  the  income  of  the  oountrjr 
,  bare  increased »  b^  the  whole  amount  of  these  in. 
ed  profiu ;  aod  hj  giring  a  stimulus  to  accumulation, 
have  increased  the  reaources  of  the  Stat^^^ 
ithout  calliEg  in  question  the  poUcv,  which  dictated 
alteration  of  the  tax,  I  haTe  mj  doubts^  whether  it 
an  J  great  stimulus  to  accumulation.  If  the  profita 
ie  fisberman  and  others  engaged  in  the  trade,  were 
led  ta  consequence  of  more  fish  being  consumed, 
d  and  labour  must  hare  been  withdrawn  from  other 
yatioQs  to  engage  them  in  this  particular  trade.  But 
ym  occupations  capital  and  labour  were  prodnctire  of 
M^  which  must  hare  been  given  up  when  the/  were 
tmwn«  The  ability  of  the  conntrj  to  accumulate » 
>nlj  increased  by  the  difference  between  the  profits 
ued  tn  the  busiuess  in  which  the  capital  was  newljr 
^,  and  those  obtained  in  tbat  from  which  it  was 
Irawn.' 

lether  taxes  be  taken  from  revenue  or  capital,  they 
ush  the  t&xable  commodities  of  the  State,  If  I  eeaae 
^eod  £100  on  wine,  because  by  paying  a  tax  of  that 
nt  I  hare  enabled  GoremmeDt  to  expend  J^IOO 
A  of  expending  it  mynelf^  one  huudred  pounds  wortli 
xli  are  necessarily  withdrawn  from  the  list  of  taxable 


IS  followlitj;  remark  ^f  tlie  iiameaatlkor  appeaiw  to  me  e/juiUly 
ivQ*;  "  When  a  hi^h  duty  u  laid  on  cot  Ion,  the  i^roductbii 
tbone  good*  of  wkiieh  cotlon  ii^  the  banbi  U  dimintuhed*  If 
tal  rat  lie  added  to  ttitton  in  ito  v&ri<>nA  manufacttircAr  in  n 
■lar  eoiiDtry«  amounted  to  100  milUona  of  franoi  per  i^nnutn, 
m  edbet  of  the  tax  >wa«»  t&  flimimah  tlie  cooAumpiion  om 
Jiea  the  tajt  would  fleprit^i  tliat  oouatry  every  yemi  of  50 
m  of  fraacfi,  in  iwldition  to  the  num  reeeived  hy  Government.'* 
a.  PoI/1  Vol  il,  p.  3H*  [Bit*  iiL,  c,  viil] 
I  his  DOte  j^iven  in  Uie  edition  el  Eicardo  hy  A.  Footeyimnil, 
nurks  tliAt,  tecbnioUIy  n^keiikSntfp  Ric&rdc^'ii  ant^)^()'<uit  h 
\  hm  argei  liowerer  thai  U  would  aoi  hM  under  axisl^t 
bm    P>  197,  Bote  fi.J 


ooramodstiie.  If  tba  Tvrt&ue  of  tht  nidrfidittla  of  « 
eountrj  bt  10  millioni,  ther  will  luv»  At  kut  10  mHliotii 
worth  of  t«xftlil«  eommoditiei*  If  hf  tM^ng  mme^  03» 
miUkm  hm  ti«ai£CTTed  to  tike  dispoval  of  Goremment,  tb«ir 
lerecme  wiU  itiU  be  DOiitinaU^  10  miIUoD«i  bat  ih^y  will 
naiaiB  with  onl?  tiioe  millioai  wortli  of  taxable  j^wm^^^ 
dttacft.  Tb«nr  «fv  no  drcnawtwiMi  uttd^r  whicb  ^BTatitwi 
doe*  itot  Abridge  tlic  enjo^menti  of  iboee  od  wbotn  &fe 
%Msm  nltimmtAr  fall,  wid  no  ixieaii&  bj  wbicli  tJio6o  enjoj- 
noite  MB  ftfiin  be  €Xteiidedt  but  the  aocamulation  of  new 

Taxation  can  arrer  be  «o  et^tttllx  applied*  as  to  operate 
in  the  sattiie  proportiod  ott  the  irmlue  of  all  commodities, 
and  »til]  to  preaierre  them  at  the  same  relative  Talae.  It 
frequently  operates  Tery  differentlj  from  the  intentioii  of 
the  legislature,  bj  its  indirect  effects.  We  hare  alreadj 
seen,  that  the  effect  of  a  direct  tax  on  com  and  raw 
produce,  is,  if  money  be  also  produced  in  the  countxy,  to 
raise  the  price  of  all  commodities,  in  proportion  as  ''raw 
produce  enters  into  their  composition,  and  thereby  to 
destroy  the  natural  relation  which  prerionslj  existed  be- 
tween them.  Another  indirect  effect  is,  that  it  raises 
wages,  and  lowers  the  rate  of  profits;  and  we  haTO  also 
seen,  in  another  part  of  this  work,  that  the  effect  of  a  rise 
of  wages,  and  a  fall  of  profits,  is  to  lower  the  monej  prices 
of  those  commodities  which  are  produced  in  a  greater 
degree  by  the  employment  of  fixed  capital 

§  85.  That  a  commodity,  when  taxed,  can  no  longer  be 
so  profitably  exported,  is  so  well  understood,  that  a  draw- 
back  is  frequently  allowed  on  its  exportation,  and  a  duty 
laid  on  its  importation.  If  these  drawbacks  and  duties  be 
accurately  laid,  not  only  on  the  commodities  themselTea* 
but  on  all  which  they  may  indirectly  affect,  then,  indeed. 
there  will  be  no  disturbance  in  the  ralue  of  the  precious 
metals.  Sinoe  we  oould  as  readily  export  a  commodity 
after  being  taxed  as  before,  and  sinoe  no  peculiar  facility 
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would  be  giTen  to  importation,  the  precioui  metals  would 
not*  moie  than  before,  enter  into  the  list  of  exportable 
commoditiet. 

Of  all  commoditiee,  none  are  perhaps  so  proper  for  tax* 
ation*  as  those  which,  either  by  the  aid  of  nature  or  art,  are 
produced  with  peculiar  facility.  With  respect  to  foreign 
eoimtries,  such  commodities  may  be  classed  under  the  head 
of  those  which  are  not  regulated  in  their  price  by  the  quan- 
tity of  labour  bestowed,  but  rather  by  the  caprice,  the 
.tastes,  and  the  power  of  the  purchasers.  If  England  had 
moie  produetire  tin  mines  than  other  countries,  or  if,  from 
superi<^  machinery  or  fuel,  she  had  peculiar  &cilities  in 
manufacturing  cotton  goods,  the  prices  of  tin,  and  of  cotton 
goods,  would  still  in  England  be  reg^ulated  by  the  com- 
paratiTe  quantity  of  labour  and  capital  required  to  produce 
them,  and  the  competition  of  our  merchants  would  make 
them  rery  little  dearer  to  the  foreign  consumer.  Our  ad- 
Tantage  in  the  production  of  these  commodities  might  be 
so  decided,  that  probably  they  could  bear  a  very  great 
additional  price  in  the  foreign  market,  without  very  mate- 
rially diminishing  their  consumption.  This  price  they 
nerei  could  attain,  whilst  competition  was  free  at  home, 
by  any  other  means  but  by  a  tax  on  their  exportation. 
This  tax  would  fall  wholly  on  foreign  consumers,  and  part 
of  the  expenses  of  the  Government  of  England  would  be 
defrayed,  by  a  tax  on  the  land  and  labour  of  other  countries. 
The  tax  on  tea,  which  at  present  is  paid  by  the  people  of 
England,  and  goes  to  aid  the  expenses  of  the  Oovemment 
of  England,  might,  if  laid  in  China,  on  the  exportation  of 
the  tea,  be  diverted  to  the  payment  of  the  expenses  of  the 
Ooremment  of  China.* 

Taxes  on  luxuries  have  some  adrantage  over  taxes  on 
necessaries.  They  are  generally  paid  from  income,  and 
therefors  do  not  diminish  the  productive  capital  of  the 

'  [Ob  the  gnmnd  that  China  had  a  monqwly  of  the  Import  of 
tea  iato  the  United  Kingilooi.    This  b  very  far  from  being  the 


Bot  thtjr  hare  alao  Ui«ir 

il  o&j  be  cxpedknl  U»it 
towards  ibe  public  ezig«o* 
ii  ao  crrtA^t J  mm  to  thm  vako^xml 
flf  ihm  tMMt  iar  il  naj  aot  re&di  «v«a  tneoBe.  A  tnma 
mt<mt  OQ  ift^^^  wJU  mmmpL  hiMwlf  fimai  a  tax  on  wim^ 
hf  girifig  tip  tW  mm  of  sL  Tbt  neoipc  of  Us.t>  ecmntij 
B&j  b0  ttpdimtabhtfdt  «ad  j«t  U!«  Sute  mMj  be  tmabl«  to 
raise  a  ihiUhig  b j  the  tax. 

Whaterer  babit  has  rendered  delightful,  will  be  relin- 
qaished  with  relnctance,  and  will  oontiniie  to  be  ooDamned 
Dot  withstanding  a  rerj  hearj  tax ;  but  this  reloctanoe  hma 
its  limita,  and  experience  ererj  daj  demonstrates  that  aa 
increase  in  the  nominal  amount  of  taxati<m,  often  dimin- 
ishes the  produce.  One  man  will  continue  to  drink  the  same 
quantitj  of  wine,  though  the  price  of  ererj  bottle  should 
be  raised  three  shillings,  who  would  jet  relinquish  the  nae 
of  wine  rather  than  paj  four.  Another  will  be  content  to 
paj  four,  jet  refuse  to  paj  five  shillings.  The  same  maj 
be  said  of  other  taxes  on  luxuries :  manj  would  paj  a  tax 
of  £5  for  the  enjojment  which  a  horse  affords,  who  would 
not  paj  JSIO  or  £20.  It  is  not  because  thej  cannot  paj 
more,  that  thej  gire  up  the  use  of  wine  and  of  horses,  but 
because  thej  will  not  paj  more.  Eveij  man  has  some 
standard  in  his  own  mind  bj  which  he  estimates  the  value 
of  his  enjojments,  but  that  standard  is  as  various  as  the 

tiae  at  the  present  time,  though  it  was  so  till  a  oomparatiyelj 
iBoent  date.    Imports  into  the  United  Kingdom  of  tea  for  188S— 

China  ....    96  million  lbs. 

India  •  •  •  .  113     ..        >» 
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cshaiBCter.^  A  coimtiy  wlio«e  financial  situation 
kas  baooma  eztranelj  artificialt  hj  the  miBchieTOQa  policj 
af  aoommilatiiig  a  larga  natiooal  dabC  and  a  oonaequentl j 
taxation,  ia  partkolaiiy  exposed  to  the  incon- 
attendant  on  this  mode  of  raising  taxes.  After 
iwtiiig  with  a  tax  the  whole  itmnd  of  luxuries;  after  laj- 
ing  horsest  eanriagea,  wine,  senrants,  and  all  the  other 
enjojments  of  the  rich,  under  contribution ;  a  minister  is 
indiieed  to  haTe  recourse  to  more  direct  taxes,  such  as 
income  and  property  taxea,  neglecting  the  golden  maxim  of 
IL  Bar,  ''that  the  retj  best  of  all  plans  of  finance  is  to 
spend  little,  and  the  best  of  all  taxes  is  that  which  is  the 
least  in  amount.** 


[Doss  not  this  ssBtSBCs  sbowaa  approach  to  dcetrins  of  eoah 
latilitissT] 

•  [Bieaido's  attitwle  with  regard  to  the  Nattonal  Debt  is  bert 
sssB  ia  his  parHsmentary  speeches.  He  seised  erery  opportimity 
far  spsakiagsgsiast  its  increassL  Itwss,hearged,aheaTylmrdflB 
See  sspedaUy  spsseh  Dee.  IMi,  1819.] 


CHAPTER   XVn.— TAXES  ON   OTHER   COM. 
MODlTlfiS  THAN  RAW   PRODUCE. 

(^^  tli«  ttiUft  principle  Ihmt  &  tax  on  oom  would  Taise 
^^  Um  price  of  corn,  &  tax  on  &aj  other  commoditj 
would  raiae  the  price  of  tluit  oommoditj.  If  the  eom- 
moditj  did  not  rise  bj  a  turn  equal  to  the  tax,  it  would 
not  give  the  same  profit  to  the  producer  which  he  had 
before,  and  he  would  remoTe  his  capital  to  ■ome  other 
emplojment 

The  taxing  of  all  commodities,  whether  they  be  neoee- 
raries  or  luxuries,  will,  while  monej  remains  at  an  un- 
altered Talue/  raise  their  prices  bj  a  sum  at  least  equal 
to  the  tax.'    A  tax  on  the  manufactured  necessaries  of  the 

*  [Here  Ricardo  refers,  not  to  relative  Tslne,  bat  to  what  he 
terms  real  or  absolute  ralue  (f  13) ;  but  for  the  possibility  of  such 
s  general  rise  in  price,  §  81.] 

*  It  is  obsenred  by  NL  Say,  "  that  a  manufacturer  is  not  enabled 
to  make  the  oonsomer  pay  the  whole  tax  leried  on  his  commodity, 
because  its  increased  price  m-ill  diminish  its  consumption."  Should 
tills  be  the  case,  should  the  consumption  be  diminished,  will  not 
the  supply  also  speedily  be  diminished  !  Why  should  the  manu* 
fscturer  continue  iii  the  trade,  if  hii  profits  are  below  the  genera* 
level  ?  M.  Say  appears  here  also  to  have  forgotten  the  doetrine 
which  lis  elsewhere  supports,  "that  the  cost  of  production  de- 
termines  the  price,  below  which  commodities  cannot  fall  for  any 
length  of  time,  because  production  would  be  then  either  saqpended 
or  diminished."— {Bk.  iL,  c  ir.]  VoL  iL,  p.  98. 

'*  The  tax  in  this  ease  falls  then  partly  on  the  consumer  who  is 
obUsed  to  giTe  moce  for  the  commodity  taxed,  and  pertly  on  the 


^ 
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kboorer  would  hare  Uie  Mune  effect  on  wages  m  a*tax  on 
com,  which  differs  from  other  necessaries  only  by  beinfi^ 
the  first  and  most  important  on  the  list;  and  it  would 
produce  precisely  the  same  effects  on  the  profits  of  stock 
and  foreign  trade.  But  a  tax  on  luxuries  would  hare  no 
other  effect  than  to  raise  their  price.  It  would  fall  wholly 
oo  the  consumer*  and  could  neither  increase  wages  nor 
lower  profits. 

§  87.  Taxes  which  are  leried  on  a  country  for  the 
.  purpose  of  supporting  war,  or  for  the  ordinary  expenses  of 
the  State,  and  which  are  chiefly  deroted  to  the  support  of 
unproductiTe  labourers,  are  taken  from  the  productive 
industry  of  the  country ;  and  erery  saring  which  can  be 
made  from  such  expenses  will  be  generally  added  to  the 
income,  if  not  to  the  capital  of  the  contributors.  When, 
for  the  expenses  of  a  year's  war,  twenty  millions  are  raised 
by  means  of  a  loan,  it  is  the  twenty  millions  which  are 
withdrawn  from  the  productire  capital  of  the  nation.  The 
million  per  annum  which  is  raised  by  taxes  to  pay  the 
interest  of  this  loan  is  merely  transferred  from  those  who 
pay  it  to  those  who  receive  it,  from  the  contributor  to  the 
tax,  to  the  national  creditor.  The  real  expense  is  the 
twenty  miUions,  and  not  the  interest  which  must  be  paid 
for  it.*    Whether  the    interest  be  or  be  not  paid,  the 

pnnlueer,  who,  after  ded acting  the  tax,  will  receive  leas.  The 
imblie  treaniry  will  be  benefited  by  wliat  the  purchawr  pays  in 
additioii,  and  alao  by  the  tacrifice  which  the  producer  i«  obliged  to 
■uike  of  a  part  of  his  profits.  It  is  the  effort  of  gunpowder,  which 
aeU  at  the  same  time  oo  the  bullet  which  it  projects,  and  on  the 
gaa  which  it  eaujies  to  recoil.**— [Bk.  iii.,  c  Tiii]  VoL  it,  p.  333. 

*  "  Melon  says,  that  tlie  debts  of  a  nation  are  debts  due  from 
the  right  hand  to  the  left,  by  which  the  body  is  not  weakened.  It 
is  true  that  the  general  wealth  is  not  diminished  by  the  payment 
of  the  interest  on  arrears  of  the  debt :  The  diridends  are  a  ralos 
wUch  passes  from  the  hand  of  the  eontributor  to  the  natioosl 
creditor:  Whether  it  be  the  national  creditor  or  the  ooatributor 
wIm  aeeamulates  or  eotisomes  it,  is,  I  agree,  of  little  importsaes 
lalhsssciety;  Vat  the  principal  of  the  deht-what  has  beeome  of 


7^^ 


o  poib&e  iword  vimU  be  kept  «f  iU  ud  k  wold 
M  &  BASer  of  cw|mnrrre  ia£fteraMe  to  tke 
viiiffeker  A  fifihfallT  pierfanMd  hm  cmiimdL  to  B^  or 
j^sAj  xvtaiaed  t^  JCIOO  per  «iK«m  m  kit  own  ] 
TW  coQssrj  vxwU  kEv«  a  general  aterert  n  tlw  faithful 
p<af  ormaace  oi  a  eoftO^et.  but  vhk  reapeci  to  t]w  natioiial 
^vvaliL  is  v^ooid  kaT«  bo  ocber  mtereat  tkaa  wiiethcr  A  or 
B  ws3^2^  sake  this  jglOO  motX  pcodttcdTe ;  bot  on  tUa 
qoestioQ  it  voold  aeitber  hare  tiw  ri^t  nor  tlie  ability  to 
dedde.  It  ai^t  be  pottible,  that  if  A  retained  it  for  hia 
oyh  um.  be  migbt  sqoaiider  it  unpcofitably.  and  if  it  wero 


t^at?  1%  caaU  m9  mun.  Tbe  cooMUBptaoa  wbkb  bM  followed 
ti»  loaa  kai  ■■■ihilatfrf  a  capital  wbkb  wOl  aerer  yidd  aay 
^utber  rercaaa  TVe  aocieCy  »  depriTed  ao»  of  tbe  aoMUit  of 
iatcre»^  saee  tbat  pawcii  from  oae  baad  to  Um  olber,  bnt  of  tba 
retTe&M  Croat  a  deOiof  ed  capital  This  capital,  if  it  bad  been 
employed  ptodacttTdjr  bgr  bi»  w1m>  lent  it  to  the  State,  woold 
«n«^J  baTe  yielded  lam  aa  iacome,  bat  that  ineome  woold  bava 
<^  dcfired  from  a  reel  prodactioa,  aad  would  out  ha^  beea 
fwaiihed  from  the  pocket  of  a  fellow  dtiica.— .Siif  [bk.  iiL,  e.  ix., 
^^  iL,  ppw  336,  3S71  toL  iL,  pu  357.  Tbie  is  both  ooaeeived  and 
exprcmed  in  the  trae  spirit  of  the  acieBea  [J.  F.  Hdoa, 
INditiqae  ear  U  CouMrab'*  179i.  pu  MC] 
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paid  to  B,  lie  might  add  it  to  his  capital,  and  employ  it 
prodoctiTely.  And  the  conrene  would  alio  be  possible ; 
B  might  squander  it,  and  A  might  employ  it  productively. 
With  a  Tiew  to  wealth  only,  it  might  be  equally  or  more 
desirable  that  A  should  or  should  not  pay  it;  but  the 
daims  of  justice  and  good  faith,  a  greater  utility,  are  not 
to  be  compelled  to  yield  to  those  of  a  less ;  and  accord* 
ingly,  if  the  State  were  called  upon  to  interfere,  the  courts 
of  justice  would  oblige  A  to  perform  his  contract.  A  debt 
guaranteed  by  the  nation,  differs  in  no  respect  from  the 
abore  transaction.  Justice  and  good  faith  demand  that 
the  interest  of  the  national  debt  should  continue  to  be 
paid,  and  that  those  who  have  advanced  their  capitals  for 
the  general  benefit,  should  not  be  required  to  forego  their 
equitable  claims,  on  the  plea  of  expediency. 

But  independently  of  this  consideration,  it  is  by  no 
means  certain,  that  political  utility  would  gain  anything 
by  the  sacrifice  of  political  integrity ;  it  does  by  no  means 
follow,  that  the  party  exonerated  from  the  payment  of  the 
interest  of  the  national  debt  would  employ  it  more  pro- 
ductively than  those  to  whom  indisputably  it  is  due.  By 
cancelling  the  national  debt,  one  man's  income  might  be 
raised  from  jei.OOO  to  jei,500,  but  another  man's  would 
be  lowered  from  X1.500  to  jei,000.  These  two  men's 
incomes  now  amount  to  X2.500,  they  would  amount  to 
no  more  then.  If  it  be  the  object  of  Oovemment  to  raise 
taxes,  there  would  be  precisely  the  same  taxable  capital 
and  income  in  one  case,  as  in  the  other.  It  is  not,  then, 
by  the  payment  of  the  interest  on  the  national  debt,  that 
a  country  is  distressed,  nor  is  it  by  the  exoneration  from 
payment  that  it  can  be  relieved.  It  is  only  by  saving  from 
income,  and  retrenching  in  expenditure,  that  the  national 
capital  can  be  increased ;  and  neither  the  income  would 
be  incrsased,  nor  the  expenditure  diminished  by  the  anni* 
hilation  of  the  national  debt  It  is  by  the  profuse  ex* 
peoditttie   of  Oovemment,  and   of  individuals,  and  by 


1}  tferj  tuemsure^ 
public   md 

priiMe  ceoDOBij,  mil  r^Hmwrn  Aa  pttbltc  dklrav;  but  H 
ii  tiTor  and  ddttttoo  to  ntppoce,  tb4t  a  real 
d^£cul£f  cfta  b«  remoT^,  bj  ikifti&g  it  from  tlM  i 
of  OM  dM  «l  like  ^mmimitj,  wbo  jwoij  ougbt  to  b€tf 
it*  l»  At  ii!OiiM«ra  of  maotber  dut,  wbo,  upon  eirtfij  piia- 
cs{>]»  of  •quitf,  ougbt  to  b^^  no  i&ore  th^n  their  «b«re.' 

V99m  wb^t  t  bare  wd,  it  must  not  be  inferred  tb^  I 
tmMtr  tb#  sjMtem  of  boTrowing  at  ibe  beit  ealculated  to 
dcAmy  tlM  ntmofrdimrj  expeniM  of  tbe  State*  It  it  ft 
If  Item  wbicb  teodt  to  mjUce  ii«  leas  tbrift^r — to  blind  ni 
to  our  real  tittiatioti.  If  tbe  eipenaea  of  &  war  be  40 
milliona  per  annum,  and  tbe  abaiie  wbich  a  man  would 
have  to  contribute  towards  that  annual  ezpenae  were 
jGIOO,  be  would  endeavour,  on  being  at  onoe  called  upon 
for  bis  portion*  to  save  speedily  tbe  JBIOO  from  bis  income. 
Bj  tbe  system  of  loans,  be  is  called  upon  to  pay  only  tbe 
interest  of  tbis  j£100,  or  jB5  per  annum,  and  condden 
that  be  does  enougb  by  saring  tbis  £5  from  bis  ex- 
penditure, and  tben  deludes  bimself  witb  tbe  belief,  that 
he  is  as  rich  as  before.  Tbe  whole  nation*  by  reasoning 
and  acting  in  this  manner,  sare  only  the  interest  of  40 
millions,  or  two  millions ;  and  thus,  not  only  lose  all  the 
interest  or  profit  wbicb  40  millions  of  capital,  employed 
productively,  would  afford,  but  also  88  millions,  the  dif- 
ference between  their  savings  and  expenditure.'    If » as  I 

'  [An  act  of  confiacation  sach  as  the  one  mentioned  would,  in 
addition  to  its  evil  ethical  effects,  lead  no  doubt  to  grave  economic 
difficulties,  by  reason  of  the  feeling  of  insecurity  which  it  would 
produce.  But  from  a  purely  fiscal  point  of  view,  so  far  as  tbe  one 
transaction  was  concerned,  considerable  advantages  would  be 
derived  from  shifting  the  loss  from  the  shoulders  of  the  community 
in  general,  progressive  and  unprogressive  classes  included,  to  those 
of  the  stockholders,  who  cannot  be  regarded  as  numbered  among 
the  more  industrial  and  progressive.] 

*  [Thirty-eight  millions,  which  might  have  been  saved  out  of 
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before  obterred*  each  man  had  to  make  hie  own  loAn»  and 
eontribuie  hie  fnll  proportion  to  the  exigenciee  of  the 
8late»  ae  eoon  ae  the  war  oeaaed«  taxation  would  ceaee, 
and  we  ehoold  immediatelj  fall  into  a  natural  atate  of 
pricee.  Out  of  hie  prirate  funde,  A  might  hare  to  pay  to 
B  intereet  for  the  money  he  borrowed  of  him  during  the 
war,  to  enable  him  to  pay  hie  quota  of  the  expenee ;  but 
with  thie  the  nation  would  hare  no  conoem. 

A  country  which  hae  accumulated  a  large  debt,  is  placed 
in  a  moat  artificial  situation ;  and  although  the  amount  of 
taxes,  and  the  increased  price  of  labour,  may  not^  and  I 
believe  does  not,  place  it  under  any  other  disadrantage 
with  respect  to  foreign  countries,  except  the  unavoidable 
one  of  paying  thoee  taxes,  yet  it  becomes  the  interest  of 
every  contributor  to  withdraw  his  shoulder  from  the 
borthen,  and  to  shift  this  payment  from  himself  to 
another;  and  the  temptation  to  rcmore  himself  and  his 
cental  to  another  country,  where  he  will  be  exempted 
from  such  burthens,  becomes  at  last  irresistible,  and  over- 
comes the  natural  reluctance  which  every  man  feels  to 
quit  the  place  of  his  birth,  and  the  scene  of  his  early 
associatioDS.  A  country  which  has  involved  itself  in  the 
difficulties  attending  this  artificial  system,  would  act 
wisely  by  ransoming  itself  from  them,  at  the  sacrifice  of 
any  portion  of  its  property  which  might  be  necessary  to 
redeem  its  debt.  That  which  is  wise  in  an  individual,  is 
wise  also  in  a  nation.  A  man  who  has  XI 0,000,  paying 
him  an  income  of  j£500,  out  of  which  he  has  to  pay  jBlOO 

rsvsone,  has  not  been  so  saved.  Had  thb  been  done,  tlie  eoodi- 
Uoa  of  the  nation  the  next  year  or  so  would  hsve  been  the  Mune  sf 
before. 

There  b  anoUier  point  of  importanee  involved.  The  two  millions 
a  year  repreaents  a  tax  chiefly  paid  by  Uie  producing  cIsm  to  those 
who  do  not  produce.  For  a  diecuMion  of  this  point  vu/«  Walker, 
*«  Money,"  pp.  91  M;  Maelaran,  "  History  of  the  Cuneoey,"  p.  llSt 
CWvalisr,  "  La  MoBaaie,"  p.  76a] 


(tolWddi;  it 
to  tibB  pvwHB  «f  a  gmft 
Mt  louts  to  Ik0  prioi^  which 
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in  tke  form  of  perpetual  taimtion,  indiTiduidt  will  submit 
to  pay  for  tbe  priTilega  merely  of  living  in  their  natire 
eoontiy.^ 

§  88.  Wben  a  commodity  is  at  a  monopoly  price,  it  it  at 
tbe  Tciy  higbeet  price  at  which  the  contomert  are  wiUing 
to  pordiaae  it.  Commoditiee  are  only  at  a  monopoly 
price,  when  by  no  poerible  derice  their  quantity  can  be 
augmented ;  and  when  therefore,  the  competition  is  whoUy 
on  one  aide  amongst  the  buyers.  The  monopoly  price 
of  one  period  may  be  much  lower  or  higher  than  the 
monopoly  price  of  another,  because  the  competition 
amongst  the  purchasers  must  depend  on  their  wealth,  and 
their  tastes  and  caprices.  Those  peculiar  wines,  which  are 
produced  in  Teiy  limited  quantity,  and  those  works  of  art, 
which  from  their  excellence  or  rarity,  have  acquired  a 
fanciful  Talue,  will  be  exchanged  for  a  rery  different 
quantity  of  the  produce  of  ordinary  labour,  according  as 
the  society  is  ridi  or  poor,  as  it  possesses  an  abundance  or 
scarcity  of  such  produce,  or  as  it  may  be  in  a  rude  or 
polished  state.  The  exchangeable  Talue  therefore  of  a 
commodity  which  is  at  a  monopoly  price,  is  no  where 
regulated  by  the  cost  of  production. 

Baw  produce  is  not  at  a  monopoly  price,  because  the 

'  "  Credit,  in  general,  is  good»  m  it  allows  eapiUlt  to  leave  thoM 
hands  where  they  are  not  usefully  eniployed,  to  [tass  into  those 
where  they  will  he  made  productive  :  it  diverts  a  capital  from  as 
employment  useful  only  to  the  capitalist,  such  as  an  investmenl 
in  the  pnhlic  funds,  to  make  it  productive  in  the  hands  of  industry. 
It  facilitatee  the  employments  of  all  capitals,  and  leaves  none  un- 
employed."—'* Eeonomie  Politique,"  p.  463.  3  Vol.  4th  EdiUon.- 
Thie  must  be  an  oversight  of  M.  Say.  The  capital  of  the  stock- 
holder can  never  be  made  productive — ^it  is,  in  fact,  no  capitaL  if 
be  were  to  sell  his  stock,  and  employ  the  capital  he  obtained  for 
It,  productively,  he  could  only  do  so  by  detaching  the  capital  of 
the  buyer  of  his  stock  from  a  productive  employment  [The  error 
thus  eomasented  on  by  Ricardo  is  modified  in  the  Fifth  Editios 
(Say,  ToL  iiL,  p.  880).  It  did  not  exist  in  the  Third  (vol  ii.» 
F444J.1 
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market  prioe  of  barlej  and  wh^at  it  as  much  regulated  bj 
their  cost  of  product ioB,  a«  the  market  price  of  clotli  and 
linen.     The  only  dilfcrenGe  ia  thist  tbat  ooe  portion  of  the 
capital  emplojed  in  agriculture  regulates  the  price  of  corn, 
namely,  tbat  portion  wkich  pdijs  00  rent ;  where^aA,  in  tlie 
production  of  manufactured  commodities,  erery  portion  of 
capital  i«  employed  with  the  same  results;  and  as  uo  pof* 
tioa  pays  rent,  eveiy  portion  is  equally  a  regulator  of  price: 
com,  and  otber  raw  produce,  can  be  augmented,  too,  m 
quantity,  by  the  employment  of  more  capital  on  the  landp 
and  therefore  they  are  not  at  a  monopoly  price.     There  it 
competition  among  the  sellers,  as  well  as  amongst  tlio 
buyers.     This  Is  not  the  <^se  in  the  production  of  those 
nire  wines,  and  those  valuable  specimens  of  art,  of  which 
we  have  been  speaking ;  their  quantity  cannot  be  increaaedp  - 
and  their  price  is  limited  only  by  the  extent  of  the  power 
and  will  of  the  purchasers.    The  rent  of  these  rinejarda 
may  be  raised  beyond  any  moderately  assignable  limits, 
because  no  other  land  being  able  to  produce  such  wines* 
none  can  be  brought  into  competition  with  them. 

§  89.  The  com  and  raw  produce  of  a  country  may*  in- 
deed, for  a  time  sell  at  a  monopoly  price ;  but  they  can  do 
so  permanently  only  when  no  more  capital  can  be  profit- 
ably employed  on  the  lands,  and  when,  therefore,  their 
produce  cannot  be  increased.  At  such  time,  every  portion 
of  land  in  cultivation,  and  every  portion  of  capital  em- 
ployed on  the  land  will  yield  a  rent,  differing,  indeed,  in 
proportion  to  the  difference  in  the  return.  At  such  a  time 
too,  any  tax  which  may  be  imposed  on  the  farmer,  will  fall 
on  rent,  and  not  on  the  consumer.  He  cannot  raise  the 
price  of  his  com,  because,  by  the  supposition,  it  is  already 
at  the  highest  price  at  which  the  purchasers  will  or  can 
buy  it.  He  will  not  be  satisfied  with  a  lower  rate  of  pro- 
fits,  than  that  obtained  by  other  capitalists,  and,  therefore, 
bis  only  alternative  will  be  to  obtain  a  reduction  of  rent, 
or  to  quit  his  employment. 
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bj  tbe  npfnapa  of  iu 
ba  paid  ovt  of  Um  rent ; 
dMy  liw  or  £aIL  tbocfotcw  tiie  eonaequeiioe  it 
■oi  a  Ui^ar  or  lovor  priea.  but  a  higber  or  a  loirer  renL 
la  this  Tiev,  all  taxaa  oo  farm  aerraata»  bonMo.  or  the 
I  of  agriculture*  aio  in  reality  land-taxea ;  tbe 
fyiing  oo  tbe  farmer  during  the  currenc j  of  kit 
■d  on  tbe  landlord,  vben  tbe  leaae  oomoe  to  be  rs 
In  like  mannur  all  tboee  improred  imj^emente  of 
hnabandrj  vhich  niTe  ezpenee  to  the  fanner,  such  as 
niarhinet  for  threahing  and  reaping,  whaterer  gires  him 
easier  accew  to  the  market,  such  as  good  roads,  canals  and 
bridges,  thongh  thej  lessen  the  original  cost  of  com,  do 
not  lessen  its  market  price.  Whaterer  is  sared  bj  those 
tmproTementa»  therefore,  belongs  to  the  landlord  as  part  of 
hisrent**' 

It  is  erident  that  if  we  jield  to  Mr.  Buchanan  the  basis 
on  which  his  argument  is  built,  namelj,  that  the  price  of 
com  alwajs  yields  a  rent,  all  the  conscquencos  which  he 
contends  for  would  follow  of  course.  l\tzes  on  the  farmer 
would  then  fall  not  on  the  consumer  but  on  rent ;  and  all 
improTcments  in  husbandly  would  increase  rent:  but  1 
hope  I  hare  made  it  sufficiently  clear,  that  until  a  country 
is  caltirated  in  CTcry  part,  and  up  to  the  highest  degree, 
there  is  always  a  portion  of  capital  employed  on  the  laod 
iHiich  yields  no  rent,  and  that  it  is  this  portion  of  capitaL 
the  result  of  which,  as  in  manufactures,  is  divided  betweea 
profits  and  wages  that  regulates  the  price  of  com.  Tbe 
price  of  com,  then,  which  does  not  afford  a  rent,  being  in* 
*  [gmilk,  ed.  Baehaaaa,  1%H,  toL  ir.,  ••Obssrvatioos,"  pp.  97, 3a] 
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fli3«n68d  by  Uie  txpeufles  of  its  production,  tlioae  expensea 
c&Qi&ci  be  paid  out  of  rent.  The  consequeace  tEe refold  of 
thOBO  eipensea  iocreasiagt  it  a  higher  prioet  aad  not  m 
lower  rent.^ 

It  is  remark&bk  that  both  Ad&m  Smttli  &tid  Mr. 
Buchanai^,  who  entirely  agree  that  taxei  on  raw  produce, 
ft  Wd^tai,  and  tithes,  all  fall  on  the  rent  of  land,  and  not 
on  the  coik«umeri  of  raw  produce,  ahotild  neYertheless 
admit  that  t&xoo  on  malt  would  fall  on  the  consumer  of 
heer,  and  not  on  the  rent  of  the  landlord.  Adam  Smith's 
argument  is  io  able  a  itateiDent  of  the  Tiew  which  I  take 
of  the  subject  of  the  tax  on  malt,  and  erery  other  tax  on 
raw  produce,  that  I  cannot  refrain  from  o^ering  it  to  tbe 
attention  of  die  reader. 

"  The  rent  and  profits  of  barlej  land  must  always  be 
aearlj  equal  to  those  of  other  equallj  fertile,  and  equaUj 
well  cultiTated  land.  If  thej  were  less,  some  part  of  the 
barlej  land  would  soon  be  turned  to  some  other  purpose ; 
and  if  thej  were  greater,  more  land  would  soon  be  turned 
to  the  raising  of  barlej.  When  the  ordinary  price  of  any 
particular  produce  of  land  is  at  what  may  be  called  a 
monopoly  price,  a  tax  upon  it  necessarily  reduces  the  rent 
and  profit  *  of  the  land  which  grows  it.  A  tax  upon  the 
produce  of  those  precious  rineyards,  of  which  the  wine 
Calls  so  much  short  of  the  effectual  demand,  that  its  price 

I  "  Manufactnring  industry  increases  its  produce  in  proportion 
to  the  demand,  and  the  price  falls ;  but  the  produce  of  land  eanMot 
be  to  incrtated;  and  a  higli  price  is  stiU  necessary  to  prevent  the 
consumption  from  exceeding  the  supply."  [Smith,  ed.]  Buehanan^ 
vol.  iv.,  p.  iO.  Is  it  possible  that  Mr.  Buchanan  can  seriously 
ASHcrt,  that  the  produce  of  the  land  cannot  be  increased,  if  the 
demand  increases? 

*  I  wish  the  word  '*  Profit "  had  been  omitted.  Dr.  Smith  must 
■appose  the  profits  of  the  tenants  of  these  predons  vineyards  to  be 
above  the  general  rate  of  profita  If  they  were  not,  they  would 
not  pay  the  tax,  unless  they  could  shift  it  either  to  the  landlord'or 
^oosumer. 


m  W  tmd  to  at 
TW  vkok  ««^t  of  iW 
tbe  NBt  ftBd  pi^;*  pi^ 
**Bat  tW  oidiMXT 
lasoDopoljprko;  udUii^ 
hai  hftTe  new  1««d  dboTo  tbar 
to  thow  of  otbor  oqnollT  fertile  mad 
mfmOj  vdl  odtmled  load.  The  diffemt'  lax<o  whkh 
hftvo  ben  impooed  upoa  mah«  boor,  mod  a]e«  kan  m^m 
Umuwd  ike  prie§  pf  hmriey ;  hoTo  ooTer  redocod  Uio  ivnt 
ood  profit*  of  borloj  knd.  Tlie  price  of  malt  io  the 
brewer,  baa  eoosUntlj  rioen  in  proportion  to  tbe  Uxn 
impooed  upon  it ;  and  thooe  taxes,  together  witb  the  differ- 
ent  dutiet  apon  beer  and  ale.  bare  conttantlr  either  raited 
the  price,  or,  what  comet  to  the  tame  thing,  reduced  the 
<{iialitj  of  those  commodities  to  the  consumer.  The  final 
payment  of  those  taxes  has  fallen  constantly  upon  the  con- 
somer.  and  not  upon  the  producer."'  On  this  passsge 
Mr.  Buchanan  remarks,  "  A  dutj  on  malt  nerer  could  re* 
dace  the  price  of  barlej,  because,  unless  as  much  could  be 
made  of  barlej  bj  malting  it  as  bj  selling  it  unmalted, 
the  quantity  required  would  not  be  brought  to  market 
It  is  clear,  therefore,  that  the  price  of  malt  must  riee  in 
proportion  to  the  tax  imposed  on  it,  as  the  demand  could 
not  otherwise  be  supplied.  The  price  of  barlej,  howsTsr, 
IS  just  as  much  a  monopolj  pries  as  that  of  sugar  i  thej 

•  8ss  aole,  p.  237.    [Note  *.] 

•  [Thspfsesding  psMsgse. «« WsalUi  ol  Nalloos  **  (sd.  NisMMSk 
MLT.,aiL,piS78aaadb] 


<3BAF,  XmO     TAXm  OK  OTHER  COUUaDrTIES.  239 

"both  yiM  a  t^nU  afid  th^  m&rkei  price  of  both  hiM  etjitallf 
Imt  &U  eoQoejiioiL  with  tho  original  co«i/'  ^ 

It  appears  then  to  be  th«  opmion  of  Mr.  Buchaaan,  thai 
a  tax  CO  malt  would  miae  the  price  of  malt,  but  that  a  tai 
oti  the  barlej  from  which  malt  is  made,  would  not  rais« 
the  price  of  barle/  i  asd,  therefore,  if  malt  is  taxed,  the 
tax  will  be  paid  by  tho  consumer ;  if  barlej  ia  taxed «  it  will 
be  paid  bjr  the  laodlord,  as  he  will  receire  a  diminished 
fenL  Aceorditi^  to  Mr.  Buchanan  then,  barlej  is  at  a 
monopoly  price,  at  the  highest  price  which  the  purehaeers 
are  willing  to  gtre  for  it ;  but  malt  made  of  barley  U  not 
at  a  monopoly  price,  and  consequently  it  can  be  raisod  in 
pro|>ortion  to  the  taxes  that  may  be  imposed  upon  it.  This 
opinion  of  Mr.  Bufhatian  of  the  effects  of  a  tax  on  malt 
appears  to  me  to  be  in  direct  contradiction  to  the  opinion 
he  has  given  of  a  similar  tax,  a  tax  on  bread*  "  A  tax  on 
bread  will  be  ultimately  paid,  not  by  a  rise  of  price,  but  bj 
a  reduction  of  rent.'* '  If  a  tax  on  malt  would  raise  the 
price  of  beer,  a  tax  on  bread  must  raise  the  price  of 
bread. 

The  following  argument  of  M.  Say  is  founded  on  the 
same  views  as  Mr.  Buchanan's :  "  The  quantity  of  wine  or 
com  which  a  piece  of  land  will  produce,  will  remain  nearlj 
the  same,  whatever  may  be  the  tax  with  which  it  is  charged. 
The  tax  may  take  away  a  half,  or  even  three-fourths  of  its 
net  produce,  or  of  its  rent  if  you  please,  yet  the  land  would 
nevertheless  be  cultivated  for  the  half  or  the  quarter  not 
absorbed  by  the  tax.  The  rent,  that  is  to  say  the  landlord's 
share,  would  merely  be  somewhat  lower.  The  reason  of 
this  will  be  perceived,  if  we  consider,  that  in  the  case  sup- 
posed,  the  quantity  of  produce  obtained  from  the  land*  and 
sent  to  market,  will  remain  nevertheless  the  same.  On  the 
other  hand  the  motives  on  which  the  demand  for  the  pro- 
duce  is  founded,  continue  also  the  same. 

^  [Smith,  ed.  Buchanan,  1814,  vol  iiL,  p.  886,  note.] 
•  [Smith,  ed.  Buchanan]  VoL  ill,  p.  866. 
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OH  the  comsutner*  How  would  such  land,  &§  M.  Saj  d«- 
•cribet  in  the  following  pasaage,  pay  a  tax  of  one- half  or 
three- fourthft  of  st«  produc?e  ? 

"  We  see  in  Scotland  poor  landt  thui  cul^vated  bj  the 
proprietor,  and  which  could  be  cultiTated  bj  no  other 
person.  Thus  too,  we  see  in  the  interior  provinces  of  the 
ITnited  States  rm»t  and  fertile  lands,  the  revenue  of  which, 
alone,  would  not  he  sufEcient  for  the  maintenance  of  the 
proprietor.  These  lands  are  cultivated  neT^rtheless,  but 
it  must  be  bT  Uie  proprietor  himself,  or,  in  other  worde,  he 
must  add  to  the  rent,  which  is  little  or  nothing,  the  profits 
of  bis  capital  and  industry,  to  enable  him  to  live  in  ooin- 
petenoe.  It  is  well  known  that  land,  though  <niltirated« 
yields  no  revenue  to  the  landlord  when  no  farmer  will  be 
willing  to  pay  a  rent  for  it :  which  is  a  proof  that  audi 
land  will  give  only  the  profits  of  the  capital*  and  of  the 
industry  necessary  for  its  oultivation." — Say^  YoL  ii.» 
p.  127.* 

•  ["  Boon.  PoL."  8nd  Edition,  bk.  iL,  e.  iz.] 


CHAPTER  XYin.— POOR  RATES. 

§90. 
^ITE  hM!f%  leaQ  that  taxes  on  raw  produce*  and  on  the 
^^   pioftte  of  the  fiurmer,  will  fall  on  the  oontumer 
of  raw  produce ;  tince  unlets  he  had  the  power  of  remune* 
fating  himself  bj  an  increase  of  price,  the  tax  would 
nsduoe  his  profits  below  the  general  lerel  of  profits,  and 
wo«Id  urge  him  to  remoTe  his  capital.to  some  other  trade. 
We  have  seen  too,  that  he  could  not,  bj  deducting  it  from 
his  rent,  transfer  the  tax  to  his  landlord;   because  that 
farmer  who  paid  no  rent,  would,  equally  with  the  culti- 
▼alor  of  better  land,  be  subject  to  the  tax,  whether  it  were 
laid  on  raw  produce,  or  on  the  profits  of  the  fanner.    I 
haTO  also  attempted  to  show,  that  if  a  tax  were  general 
and  affected  equallj  all  profits,  whether  manufacturing  or 
agricultural,  it  would  not  operate  either  on  the  price 
of  goods  or  raw  produce,  but  would  be  immediately,  ai 
well  as  ultimatelj,  paid  bj  the  producers.     A  tax  on  rent 
H  has  been  obeerred,  would  fall  on  the  landlord  onlj,  aiK 
eoold  not  by  anj  means  be  made  to  deToWe  on  U? 
tenant 

The  poor  rate  is  a  tax  which  partakes  of  the  natu 
of  all  these  taxes,  and  under  different  circumstances  fa 
on  the  oonsumer  of  raw  produce  and  goods,  on  the  pro' 
«f  stock,  and  on  the  rent  of  land.     It  is  a  tax  which  i 
with  peculiar  weight  on  the  profits  of  the  farmer,  / 
therefore  maj  be  considered  as  affecting  the  price  of 
piodace.    According  to  the  degree  in  which  it  bean 
Aufiietaring  and  agricultural  profits  equallj,  it  will 
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gcaetml  tMx  on  the  profits  of  stock,  and  wiU  occafiion  no 
altemtioa  in  the  price  of  raw  produce  and  manufacturer, ^ 
Id  proportioD  to  the  funner'a  inability  to  remunerate  him- 
■elf,  hj  miaing  the  price  ^f  raw  produce,  for  that  portion 
of  the  tax  which  peculiarly  alFectA  him,  it  will  be  a  tax  on 
T€ntf  and  will  be  paid  bj  the  landlord.  To  know*  then, 
the  operation  of  the  poor  rate  at  any  particular  time, 
we  must  ascertain  whether  at  that  time  it  alfecta  ixk  aa 
equal  or  unequal  degree  the  profits  of  the  farmer  and 
manufacturer ;  and  also  whether  the  circum stances  be 
iuch  as  to  afford  the  farmer  the  power  of  raising  the 
price  of  raw  produce. 

§  91.  Tl>^  p<«>r  ratJ'a  fir**  professed  to  be  lewd  on  the 
farmer  in  proportion  to  his  rent;  and  acoordinglj*  the 
farmer  who  paid  a  very  tmall  rent,  or  no  rent  at  all, 
should  pay  little  or  no  tax.  If  this  were  true,  poor  rates* 
as  far  as  they  are  paid  by  the  agricultural  class,  would 
entirely  fall  on  the  landlord,  and  could  not  be  shifted  to 
the  consumer  of  raw  produce.  But  I  belieTe  that  it  is  not 
true;  the  poor  rate  is  not  leried  according  to  the  rent 
which  a  farmer  actually  pays  to  his  landlord ;  it  is  proper* 
tioned  to  the  annual  vaJue  of  his  land,  whether  that  annual 
▼alue  be  given  to  it  by  the  capital  of  the  landlord  or  of  the 
tenant. 

If  two  farmers  rented  land  of  two  different  qualities  in 
the  same  parish,  the  one  paying  a  rent  of  XI 00  per  annum 
for  50  acres  of  the  most  fertile  land,  and  the  other  the 
same  sum  of  XlOO  for  1,000  acres  of  the  least  fertile  land» 
they  would  pay  the  same  amount  of  poor  rates,  if  neither 
of  them  attempted  to  improve  the  land ;  but  if  the  farmer 
of  the  poor  land,  presuming  on  a  very  long  lease,  should 
be  induced,  at  a  great  expense,  to  improve  the  productive 
powers  of  his  land,  by  manuring,  draining,  fencing,  etc.,  he 
would  contribute  to  the  poor  rates,  not  in  proportion  to 

'[Cf.  |7ai 
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Hm  meiml  rent  paid  to  the  landlord,  but  to  the  kctual 
ADiuiai  Talne  of  the  land.  The  rate  might  equal  or  exceed 
tlie  rent;  bot  whether  it  did  or  not,  no  part  of  this  rate 
would  be  paid  by  the  landlord.  It  would  hare  been  pre- 
▼ioualy  eaknlated  upon  by  the  tenant ;  and  if  the  price  of 
ptodnee  were  not  eufficient  to  compensate  him  for  all  his 
expenses,  together  with  this  additional  charge  for  poor 
imtest  his  improTements  would  not  hare  been  undertaken. 
It  is  evident,  then,  that  the  tax  in  this  case  is  paid  by  the 
eoosnmer;  for  if  there  had  been  no  rate,  the  same  improTe- 
mente  would  hare  been  undertaken,  and  the  usual  and 
general  rate  of  profits  would  hare  been  obtained  on  the 
stock  employed,  with  a  lower  price  of  corn. 

Nor  would  it  make  the  slightest  difference  in  this  ques- 
tion, if  the  landlord  had  made  these  improTements  himself, 
and  had  in  consequence  raised  his  rent  from  JCIOO  to 
JUOO ;  the  rate  would  be  equally  charged  to  the  consumer; 
for  whether  the  landlord  should  expend  a  large  sum  of 
money  on  his  land,  would  depend  on  the  rent,  or  what  in 
called  rent,  which  he  would  receire  as  a  remuneration  for 
it;  and  this  again  would  depend  on  the  price  of  com, or 
other  raw  produce,  being  sufficiently  high  not  only  to  cover 
this  additional  rent,  but  also  the  rate  to  which  the  land 
would  be  subject.     If  at  the  same  time  all  maoufacturinf^ 
capital  contributed  to  the  poor  rates,  in  the  same  propor- 
tion as  the  capital  expended  by  the  farmer  or  landlord  id 
improTing  the  land,  then  it  would  no  longer  be  a  partial 
tax  on  the  profits  of  the  farmer's  or  landlord's  capital,  but 
a  tax  on  the  capital  of  all  producers ;  and,  therefore,  i^ 
could  no  longer  be  shifted  either  on  the  consumer  of  ra^ 
produce  or  on  the  landlord.    The  farmer's  profits  wou] 
fed  the  effect  of  the  rate  no  more  than  those  of  the  man 
Cactnrer;  and  the  former  could  not,  any  more  than  i 
latter,  plead  it  as  a  reason  for  an  adranoe  in  the  price 
hb  commodity.    It  is  not  the  absolute,  but  the  relat 
fall  of  profits,  which  prerents  capital  from  being  emplo; 
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in  any  particular  trade :  it  is  the  dilEerence  of  profit  vhich 
sends  capital  from  one  employment  to  another. 

It  must  be  acknowledged,  howerer,  that  in  the  actual 
state  of  the  poor  rates,  a  much  larger  amount  falls  <m  the 
fanner  than  on  the  manufacturer,  in  proportion  to  their 
respective  profits ;  the  farmer  being  rated  according  to  the 
actual  productions  which  he  obtains,  the  manufacturer 
only  according  to  the  ralue  of  the  buildings  in  which  he 
works,  without  any  regard  to  the  ralue  of  the  machinery* 
labour,  or  stock  which  he  may  employ.     From  this  cir- 
cumstance it  follows,  that  the  farmer  will  be  enabled  to 
raise  the  price  of  his  produce  by  this  whole  dilEerence. 
For  since  the  tax  falls  unequally,  and  peculiarly  on  his 
profits,  he  would  hare  less  motive  to  devote  his  capital  to 
the  land,  than  to  employ  it  in  some  other  trade,  were  not 
the  price  of  raw  produce  raised.    If,  on  the  contrary,  the 
rate  had  fallen  with  greater  weight  on  the  manufacturer 
than  on  the  farmer,  he  would  have  been  enabled  to  raise 
the  price  of  his  goods  by  the  amount  of  the  difference,  for 
the  same  reason  that  the  farmer  under  similar  circum- 
stances could  raise  the  price  of  raw  produce.    In  a  society, 
therefore,  which  is  extending  its  agriculture,  when  poor 
rates  fall  with  peculiar  weight  on  the  land,  they  will  be 
paid  i)artly  by  the  employers  of  capital  in  a  diminution  of 
the  profits  of  stock,  and  partly  by  the  consumer  of  raw 
produce  in  its  increased  price.     In  such  a  state  of  thinga, 
the  tax  may,  under  some  circumstances,  be  even  advan* 
tageous  rather  than  injurious  to  landlords ;  for  if  the  tax  ^ 
paid  by  the  cultivator  of  the  worst  land,  be  higher  in  pro* 
portion  to  the  quantity  of  produce  obtained,  than  that  paid 
by  the  farmers  of  the  more  fertile  lands,  the  rise  in  the 
price  of  com,  which  will  extend  to  all  com,  will  more  than 
compensate  the  Utter  for  the  tax.    This  advantage  will 
i^emain  with  them  during  the  continuanoe  of  their  leases, 
but  it  will  afterwards  be  transferred  to  their  landlords. 
This,  then,  would  be  the  effect  of  poor  rates  in  an  advancing 
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•odety ;  bot  in  a  statknuury,  or  in  a  retrograde  country,  lo 
fur  at  capital  could  not  be  withdrawn  from  the  land,  if  a 
fortlier  rate  were  leried  for  the  mpport  of  the  poor,  that 
part  of  it  which  fell  on  agriculture  would  be  paid,  during 
the  eorrent  leaeet,  by  the  fiurmere ;  but,  at  the  expiration 
of  thoee  leaees,  it  would  almost  wholly  fall  on  the  land* 
lorda.  The  &nner,  irho,  during  his  former  lease,  had 
espended  his  capital  in  improTing  his  huid,  if  it  were  still 
in  his  own  hands  would  be  rated  for  this  new  tax  according 
to  the  new  ralue  which  the  land  had  acquired  by  its  im- 
proTement^  and  this  amount  he  would  be  obliged  to  pay 
during  his  lease,  although  his  profits  might  thereby  be 
reduced  below  the  general  rate  of  profits ;  for  the  capital 
which  he  has  expended  may  be  so  incorporated  with  the 
land,  that  it  cannot  be  remored  from  it.  If,  indeed,  he, 
or  his  kndlord,  (should  it  have  been  expended  by  him) 
were  able  to  remore  this  capital,  and  thereby  reduce  the 
annual  Talue  of  the  land,  the  rate  would  proportionately 
fall,  and  as  the  produce  would  at  the  same  time  be  dimi- 
nished,  its  price  would  rise ;  he  would  be  compensated  for 
the  tax,  by  charging  it  to  the  consumer,  and  no  part  would 
fall  on  rent ;  but  this  is  impossible,  at  least  with  respect 
to  some  proportion  of  the  capital,  and  consequently  in 
that  proportion  the  tax  will  be  paid  by  the  farmers  during 
their  leases,  and  by  landlords  at  their  expiration.  This 
additional  tax,  if  it  fell  with  peculiar  severity  on  manu- 
ficturers,  which  it  does  not,  would,  under  such  circum* 
stances,  be  added  to  the  price  of  their  goods ;  for  there 
can  be  no  reason  why  their  profits  should  be  reduced  below 
the  general  rate  of  profits,  when  their  capitals  might  be 
easily  remoTed  *  to  agriculture.* 

'  [80  imr  M  their  eapitaU  have  been  fixed  io  pUnt  they  cannot  be 
leaioved  lo  egricalture.] 

'  In  a  former  part  of  this  work,  I  have  noticed  the  differenct 
between  rent,  properly  eo  called,  and  the  remuneration  paid  le 
the  landlord  mnder  that  name,  for  tlie  advnntagee  which  the  a- 
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CHAPTER  XDL— ON  SUDDEN  CHANGES  IN 
THE  CHANNELS  OP  TRADE. 

§92. 
A  GREAT  mmnnfftctaring  oountiy  it  peculiarly  exposed 
^^  to  temponurj  reTenet  and  contingencies,  produced 
bj  die  remoTftl  of  capital  from  one  employment  to  another. 
Tkb  demands  for  the  produce  of  agriculture  are  uniform, 
thej  are  not  under  the  influence  of  fashion,  prejudice,  or 
o^rice.  To  sustain  life,  food  is  necessarj,  and  the  demand 
for  food  must  continue  in  all  ages,  and  in  all  countries. 
It  is  different  with  manufactures ;  the  demand  for  anr 
particular  manufactured  commodity,  is  subject  not  only  to 
the  wants,  but  to  the  tastes  and  caprice  of  the  piut^hasers. 
A  new  tax  too  may  destroy  the  comparatire  adrantage 
which  acountry  before  poss^sed  in  the  manufacture  of  a 
particular  commodity ;  or  the  effects  of  war  may  so  raise 
the  freight  and  insurance  on  its  conreyance,  that  it  can  no 
longer  enter  into  competition  with  the  home  manufacture 
of  the  country  to  which  it  was  before  exported.  In  all 
such  cases,  considerable  distress,  and  no  doubt  some  loss, 
will  be  experienced  by  those  who  are  engaged  in  the 
manufacture  of  such  commodities ;  and  it  will  be  felt  not 
only  at  the  time  of  the  change,  but  through  the  whole 
tnterral  during  which  they  are  remoTing  their  capitals, 
and  the  labour  which  they  can  command,  from  one  em- 
ployment to  another. 

Nor  will  distress  be  experienced  in  that  country  alone 
wbece  such  difficulties  originate,  but  in  the  countries  to 
i^idi  its  commodities  were  before  exported.    No  countiy 
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can  long  import*  unleM  it  also  exports,  or  can  long  export 
unless  it  also  imports.  If»  then,  anj  drcomstance  should 
occur,  which  should  pennanentlj  prerent  a  country  from 
importing  the  usual  amount  of  foreign  commodities*  it 
wiU  necessarilj  diminish  the  manu&cture  of  some  of  those 
commodities  which  were  usually  exported ;  and  although 
the  total  Talue  of  the  productions  of  the  countiy  will  pro- 
bablj  be  but  little  altered,  since  the  same  capital  will  be 
emplojed,  yet  thej  will  not  be  equallj  abundant  and 
cheap  ;^  and  considerable  distress  will  be  experienced 
through  the  change  of  employments.  If  by  the  employ- 
ment of  X10,000  in  the  manufacture  of  cotton  goods  for 
exportation,  we  imported  annually  8,000  pair  of  silk  stock- 
ings of  the  Talue  of  Je2,000,  and  by  the  interruption  of 
foreign  trade  we  should  be  obliged  to  withdraw  this  capital 
from  the  manufacture  of  cotton,  and  employ  it  ourselTes 
in  the  manufacture  of  stockings,  we  should  still  obtain 
stockings  of  the  Talue  of  £2,000  proTided  no  part  of  the 
capital  were  destroyed ;  but  instead  of  haring  8,000  pair, 
we  might  only  have  2,500.  In  the  remoTal  of  the  capital 
from  the  cotton  to  the  stocking  trade,  much  distress  might 
be  experienced,  but  it  would  not  considerably  impair  the 
Talue  of  the  national  property,  although  it  might  lessen 
the  quantity  of  our  annual  productions." 

'  [The  same  amount  of  labour  and  eapital  being  employed,  but 
under  conditions  of  less  advantage.  The  total  value  may  be  the 
same,  but  the  number  of  commodities  produced  being  leas,  each 
will  pnmess  a  larger  portion  of  that  value.] 

*  "Commerce  enables  us  to  obtain  a  commodity  in  the  place 
where  it  is  to  be  found,  and  to  convey  it  lo  another  where  it  is  to 
be  consumed ;  it  therefore  gives  us  the  power  of  increasing  the 
▼alue  of  the  commodity,  by  the  whole  difference  between  its  price 
ia  the  first  of  these  places,  and  its  price  in  the  second.**  M.  Say, 
p.  458,  vol.  ii.  [Reference  2nd  Edition,  voL  IL,  pp.  487,  488, 
sd.1814.]  True,  but  how  is  this  additional  value  given  to  it?  Bj 
adding  to  the  cost  of  prodnotioa,  first,  the  expenses  of  conveyance ; 
*^oondly,  the  profit  on  the  advances  of  eapital  made  by  the  mer- 
^^t.  '  The  oomnodity  is  only  mora  valuable,  for  the  I 
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Hie  commenoemeDt  of  war  after  a  long  peace,  or  of 
peace  after  a  long  war»  generally  produces  coneidenkble 
dittieM  in  trade.  It  changes  in  a  great  degree  the  nature 
of  the  emploTmente  to  which  the  respectiTe  capitals  of 
countries  were  before  deroted;  and  during  the  interval 
while  thej  are  settling  in  the  situations  which  new  drcum- 
stances  have  made  the  most  benefidal*  much  fixed  capital 
is  unemplojred,  perhaps  whollj  lost*  and  labourers  are 
without  full  employment  The  duration  of  this  distress 
wiU  be  kmger  or  shorter  according  to  the  strength  of  that 
disinclination,  which  most  men  feel  to  abandon  that  em- 
ployment of  their  capital  to  which  they  have  long  been 
accustomed.  It  is  often  protracted  too  by  the  restrictions 
and  prohibitions,  to  which  the  absurd  jealousies  which 
prevail  between  the  different  States  of  the  commercial 
commonwealth  give  rise. 

§  93.  The  distress  which  proceeds  from  a  revulsion  of 
trsde,  is  often  mistaken  for  that  which  accompanies  a 
diminution  of  the  national  capital,  and  a  retrograde  state 
of  society;  and  it  would  perhaps  be  difficult  to  point 
out  any  marks  by  which  they  may  be  accurately  dis- 
tinguished. 

When,  however,  such  distress  immediately  accompanies 
a  change  from  war  to  peace,  our  knowledge  of  the 
existence  of  such  a  cause  will  make  it  reasonable  to 
believe,  that  the  funds  for  the  maintenance  of  labour  have 
rather  been  diverted  from  their  usual  channel,  than  mate- 
rially impaired,  and  that  after  temporary  suffering,  the 
nation  will  again  advance  in  prosperity.     It  must  be 

that  sverj  other  comroodity  may  become  more  valttsble,  beeanM 
mora  Uboiir  ie  expended  oo  its  production  and  conveyanee,  before 
it  it  parehsMd  by  the  eoneumer.  This  matt  not  be  mentioned  at 
one  of  the  advanta^et  of  eommeroe.  Wben  the  tnbjeet  is  moit 
cloeely  examined,  it  will  be  found  tha^e  whole  benefits  of  eesi* 
■teree  raeolre  themtelve*  into  the  meant  which  it  giret  ss  W 
aeqaiffiaf,  not  SMMre  valoable  objeete,  but  more  neefal  ones,  y 
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too  ihMi  the  retrograde  oooditloo  is  alwmjfs 
ftit  nas&tttnJ  vUU  of  tocietj.  lUn  ffom  jouth  grows  to 
m^ubood*  Uhes  decftjt,  uid  dies;  bal  Uiii  ii  not  tKe 
jiffoipiw  of  nAtioDi,  Wba;L  «mv«d  to  &  sUte  ol  tlao 
giQftiMt  f%omr,  tlkcir  f urtlier  i4Tm2i(0«  nmj  mdeed  be 
arreslod.  bttt  tlndr  taaltifA]  tendeacj  U  to  co&tinue  for 
to  stiitAiQ  madimtnUbed   ih&r  wQaJtJi»  sad    tbetr 


1m  lich  sad  pow^rfol  oountricife  where  Imgo  capitals 
if*  ia»Mtid  im  ancliiiujrjt  more  di«tr€ca  will  bo  e^po* 
MBsedboai ft  ftfnUon  ia  tr»de,  thAa  in  poorer  coimincs 
where  tliers  ts  proportiooal]/  &  mticli  smUler  woaount  of 
fiied^  uid  ft  mucli  Urgcr  ftmount  of  circul&ttug  ciLpital.  mod 
where  consequent! j  more  work  U  done  bj  the  Ubour  of 
men.  It  it  not  so  difficult  to  withdraw  a  circulatiiig  su  a 
fii^d  capital,  frotn  anj  emplojrment  m  which  it  maj  be 
engaged.  It  Is  often  impoieible  to  divert  the  m&chiiier/ 
which  maj  have  been  erected  for  one  manufacture,  to  the 
purposes  of  another ;  but  the  clothing,  the  food,  and  the 
lodging  of  the  labourer  in  one  employment  may  be  doToted 
to  the  support  of  the  labourer  in  another ;  or  the  same 
labourer  maj  receiTO  the  same  food,  clothing  and  lodgini^. 
whilst  his  employment  is  changed.  This,  howeyer,  is  au 
eril  to  which  a  rich  nation  must  submit;  and  it  would  not 
be  more  reasonable  to  complain  of  it,  than  it  would  be  in 
a  rich  merchant  to  lament  that  his  ship  was  exposed  to 
the  dangers  of  the  sea,  whilst  his  poor  neighbour's  cottage 
was  hale  from  all  such  hazard. 

§  94.  From  contingencies  of  this  kind,  though  in  an 
mferior  degree,  even  agriculture  is  not  exempted.  War, 
which  in  a  commercial  country,  interrupts  the  commerce 
of  States,  frequently  prevents  the  exportation  of  com  from 
countries  where  it  can  be  produced  with  little  cost,  to 
others  not  so  fayourably  situated.  Under  such  circom- 
ttances  an  unusual  quantity  of  capital  is  drawn  to  agri- 
culture, and  the  country  which  before  imported  beoom<^ 
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indflpendent  of  foreign  aid.'  At  the  termination  of  the 
war*  tlie  obetadee  to  importation  are  remoTed*  and  a  com- 
petition deetmctiTe  to  the  home-grower  commenoee,  from 
which  he  is  nnable  to  withdraw,  without  the  eacrifice  of  a 
great  part  of  hit  capitaL  The  beet  policj  of  the  State 
woold  be,  to  hk7  a  tax,  decreasing  in  amount  from  time  to 
time,  on  the  importation  of  foreign  com,  for  a  limited 
number  of  yeara,  in  order  to  afford  to  the  home-grower  an 
.opportunity  to  withdraw  hii  capital  gnraduallj  from  the 
land.*  In  eo  doing,  the  countiy  might  not  be  making 
the  meet  adTantageous  distribution  of  its  capital,  but  the 
temporary  tax  to  which  it  was  subjected,  would  be  for 
the  adTantage  of  a  particular  class,  the  distribution  of 
whose  capital  was  highly  useful  in  procuring  a  supply  of 
food  when  importation  was  stopped.  If  such  exertions  in 
a  period  of  emergency  were  followed  by  risk  of  ruin  on  the 
termination  of  the  difficulty,  capital  would  shun  such  an 
employment.    Besides  the  usual  profits  of  stock,  farmers 

'  [Ricardo  wss  writing  with  no  imnginary  picture  in  his  mind. 
He  WM  considering  the  eireumstances  of  the  agricultorai  interest 
Woffe,  dnring,  and  after  the  French  war.  During  the  early  yean 
of  the  war  it  was  a  feasible  enough  plea  that  it  was  to  the  interest 
of  the  country  to  proride  for  a  sufficient  supply  of  home-grown 
eoTB  in  order  that  it  might  be  unfettered  in  its  action  by  a  de- 
pendeoee  on  supplies  from  foreign  lands  (cf.  Report  on  Com 
Trade,  14th  May,  1804).  On  the  conclusion  of  the  war  the  porU 
were  opened,  and  "  wheat,  which  had  hitherto  areraged  £5  lOf.  a 
quarter  suddenly  fell  to  £3  fit.,  and  immediately  the  farmers  rai^d 
a  cry  of  distress"  (Leone  LeW,  "History  of  Commerce,**  p.  213). 
The  whole  question  is  dealt  with  by  Held,  **Zwei  Bttcher," 
pp.  S21-680 ;  Leone  Leri,  pp.  311-218,  292901. 

The  course  taken  by  the  Legislature  followed  to  some  extent 
thai  foreshadowed  by  Ricardo,  as  he  explains  his  riew  both  hers 
aad  in  his  speeches  in  the  House  of  Commons.] 

*  la  the  last  rolame  to  the  supplemect  of  the  Enc^xlopoedia 
Britannica,  article  "  Com  Laws  and  Trade,"  are  the  foUowiai 
exeeUent  suggestions  and  oliserrations :  "  If  we  shall  at  any  futart 
period  think  d  retracing  our  steps,  in  order  to  give  time  to  with- 
dtaw  capital  from  the  caltiratioa  of  our  poor  eoik,  aad  to  inrvil 


ife  iqm»(ioa  of  rest,  we  fcmad,  tlLit  wilb 
IB  tbe  nvpplj  of  eon,  aad  wiUi  the  eon- 
•eqTxnt  fall  of  its  price,  capttml  woold  be  whUiawii  from 
xhe  poorer  kad ;  uid  kad  of  a  better  descriptaon,  wbi^ 
▼cold  tlien  paj  no  rent,  wo«iId  beooiDe  the  itaDdAid  by 
▼bkh  the  natenJ  price  of  com  would  be  regulated.  At 
X4  per  qoaiter,  land  of  an  iniexwr  qualitj,  whidi  maj  ba 
designated  bj  Xo.  6,  might  be  cnltxrated;   at  £3  lOir. 

it  IB  loct  hKrasrre  captojtutis  a  gradaaUy  Jimhiiahiwg  Male  of 
4saei  may  W  mdopccd.  ne  priee  at  which  loraga  grmia  tboahi 
W  iWaitWd  dmtr  free,  may  be  made  to  decreaw  from  80a  ils 
preKBt  liait.  hy  4«.  or  5iL  per  qaarter  anaaaUy,  tiD  h  reaches  50a» 
vmea  the  ports  coaU  safdy  be  thrown  opca«  aad  the  restrictiiro 
•TsUm  be  lor  ew  abotoiied.  When  thio  happy  evcat  shall  hairo 
takes  place,  it  will  be  ao  kiogcr  aecessary  to  loree  nature.  The 
capital  aad  enterprise  of  the  eoantry  wUl  be  tamed  into  thooe 
^qiartoMoUs  of  indastry  in  which  onr  physical  sitaation,  natioiial 
character,  or  political  iartitntioaa,  fit  as  to  exeeL  The  corn  of 
Holaad,  aad  the  raw  cottoa  of  Carolina,  will  be  exchanged  for  the 
wqs  of  Birmingham,  aad  the  maslias  of  Glasgow.  The  geaaiae 
cvMiBseroal  spirit,  that  which  permanently  secares  the  pro^erity 
«f  astiona,  is  altogether  iaeonaisteBt  with  the  dark  and  shallow 
P«>licy  of  monopoly.  The  aataoaa  af  the  earth  are  like  pwmncee 
•f  tho  saoM  kiagdom— a  free  aad  unfettered  interooorse  is  alika 
F^activo  ol  general  aad  ol  local  adraatage."  The  whole  artkla 
ii  weU  wsrthy  af  atteataoa ;  it  k  Tery  inatnietiTe,  is  ahly  writtea, 
ilhat  the  aatksr  is  completely  master  ol  the  sahject. 
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No.  5 ;  at  X8  No.  i,  and  to  on.  If  com,  in  eoniequenoe 
of  permanent  abundanoe,  fell  to  jS8  10«.,  the  capital  em- 
plojad  on  No.  6  would  cease  to  be  employed ;  for  it  was 
oolywben  corn  was  at  jM  that  it  could  obtain  the  general 
pioflts,  eren  without  paying  rent :  it  would*  therefore,  be 
withdrawn  to  manufacture  those  commodities  with  which 
an  the  com  grown  on  No.  6  would  be  purchased  and 
imported.  In  this  employment  it  would  necessarily  be 
■KNne  productiye  to  its  owner,  or  it  would  not  be  with- 
dmwn  from  the  other ;  for  if  he  could  not  obtain  more 
com  by  purchasing  it  with  a  commodity  which  he  manu- 
facinred,  than  he  got  from  the  land  for  which  he  paid  no 
rent,  its  price  could  not  be  under  £4. 

It  has,  howeyer,  been  said,  that  capital  cannot  be  with- 
drawn  from  the  land ;  that  it  takes  the  form  of  expenses, 
which  cannot  be  recoTered,  such  as  manuring,  fencing, 
draining,  etc.,  which  are  necessarily  inseparable  from  the 
land.  This  is  in  some  degree  true ;  but  that  capital  which 
consists  of  cattle,  sheep,  hay  and  com  ricks,  carts,  etc^ 
may  be  withdrawn;  and  it  always  becomes  a  matter  of 
calculation,  whether  these  shall  continue  to  be  employed 
oo  the  land,  notwithstanding  the  low  price  of  com,  or 
whether  they  shall  be  sold,  and  their  yalue  transferred  to 
another  employment. 

Suppose,  however,  the  fact  to  be  as  stated,  and  that  do 
part  of  the  capital  could  be  withdrawn ;  *  the  farmer  would 

'  Whatever  capital  beoomea  fixed  on  the  land,  must  neceMirily 
Im  the  landlord\  and  not  the  tenant'n,  at  the  expiration  of  the 
linn  Whaterer  eonipenaation  the  landlord  may  receive  for  tk» 
eapital,  on  reletting  his  land,  will  appear  in  the  form  of  rent ;  b«i 
BO  rent  will  be  paid,  if,  with  a  given  capital,  more  com  can  be 
obtained  from  abroad,  tlian  can  be  grown  on  thii  land  zt  home.  U 
the  cirennetancee  ol  the  eodety  ehoold  require  com  to  be  imported 
awl  1,000  quarter*  can  be  obtained  by  the  employment  of  a  gtvte 
eapital,  and  if  this  land,  with  the  employment  of  the  aame  eapitel 
win  yield  1,100  quarters,  100  quarters  will  neceeaarily  go  to  nmi; 
Wlif  1,900  can  be  got  from  abroad,  then  this  UadwUlff^^n.^  4 


l.thiHiga.  ^aflss  vooiii  b»  &  tJAJmtiUii  ■■■«  of  tkt  pvo- 
ixuae^  loii  nmnnir  oiiMH0  Tirtrif  te  ^oh^&b^  sad  oCkcn  in* 
;Tir«u  ^a«  aaxnyni  jf  jiiHlmriM  wi»H  be  mmamJfy  Ike 


jMi  «•«  tht  swnl  imto  of  pto- 

'^rcaft  t^cmpilalsaj 

.■iMCMi;  «tf  w^t  MfHiiin  iWb  cm  it  be  to  Uie 
i  b*  wmk  ni  vmlas.  cr  evca  aAaibi* 
^JafiBi.  tf  tbtj  ibniB  &  ^iMiir  aunftl  fWLBli^  oi  prodveCioiit 
TbM  vb»  4i9lm  %bs  kMoT  cmaitoi  BlbiiCMe, 
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,  ftod  tlie  nation  ooUeetayely  would  neither  be  ridier 


But  there  is  this  adTantage  always  resulting  from  a 
rdaliTelj  low  price  of  oom» — that  the  dirision  of  the 
actual  production  is  more  likely  to  increase  the  fund  for 
the  maintenance  of  htbour,  inasmuch  as  more  wili  be 
allotted,  under  the  name  of  profit,  to  the  productiye  dass, 
a*  leas  under  the  name  rent,  to  the  unproductiTe  class. 

This  is  true,  eren  if  the  capital  cannot  be  withdrawn 
from  the  land,  aqd  must  be  employed  there,  or  not  be 
employed  at  all:)but  if  great  ps^  of  the  cai»tal  can  be 
withdrawn,  as  it  evidently  could,  it  wiU  be  only  withdrawn, 
when  it  wiU  yidd  more  to  the  owner  by  being  withdrawn 
than  by  being  suffered  to  remain  where  it  was ;  it  will  only 
be  withdrawn  then,  when  it  can  elsewhere  be  employed 
more  productiTely  both  for  the  owner  and  the  publicj  He 
consents  to  sink  that  part  of  his  capital  which  cannot  be 
separated  from  the  land,  because  with  that  piurt  which  he 
can  take  away,  he  can  obtain  a  greater  Talue,  and  a  greater 
quantity  of  raw  produce,  than  by  not  sinking  this  part  of 
the  capital    His  case  is  predsely  similar  to  that  of  a  man 
who  has  erected  machinery  in  his  manufactory  at  a  great 
expense,  machinery  which  is  afterwards  so  much  improTed 
upon  by  more  modem  inrentions,  that  the  commodities 
manufactured  by  him  rerj  mueh  sink  in  Talue.     It  would 
be  entirely  a  matter  of  cmlculation  with  him  whether  he 
should  abandon  the  old  machinery,  and  erect  the  more 
perfect,  Umng  aU  ike  value  of  ike  M^  or  continue  to  arsil 
himself  of  its  comparatiTely  feeble  powers.    Who,  under 
such  circumstaoces,  would  exhort  him  to  forego  the  uee  of 
the  better  machinery,   because  it  would  deteriorate  or 
UTtifaiiU^^  the  Talue  of  the  old  ?    Yet  this  is  the  argument 
of  those  who  would  wish  us  to  prohibit  the  importation  of 
com,  because  it  will  deteriorate  or  annihilate  that  part  of 
the  capital  of  the  farmer  which  is  for  erer  sunk  in  land. 

'[•icl 
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They  do  not  lee  that  the  end  of  all  eommerce  ia  to  increase  { 
pioduction,  and  that  by  iDcrea^ing  production,  though  jou 
may  occaaioB  i>artial  loss,  you  uicrease  the  general  bappi- 
neis.  To  be  conatitent,  they  should  endeavour  to  ^ireBt 
all  improYementa  in  agriculture  and  manufactnrea,  and  all 
inTentions  of  machinery;  for  though  these  contribute  to 
g^meral  abundance,  and  therefore  to  the  general  happinesB, 
they  never  fail,  at  the  moment  of  their  introduction,  to 
deteriorate  or  annihilate  the  value  of  a  part  of  the  existing 
c&pital  of  farmers  and  manufacturers/ 

Agriculture,  like  all  other  trades,  and  particularly  in  a 
tommerctal  country,  is  subject  to  a  reaction,  which,  in  an 
opposite  direction,  succeeds  the  action  of  a  strong  stimulus. 
Thus,  when  war  intemipts  the  importation  of  corn,  ita 
consequent  high  price  attracts  capital  to  the  land»  from 
the  large  profits  which  such  an  employment  of  it  affords ; 
this  will  probably  cause  more  capital  to  be  employed,  and 
more  raw  produce  to  be  brought  to  market  than  the 
demands  of  the  country  require.  In  such  case,  the  price 
of  com  will  fall  from  the  effects  of  a  glut,  and  much 
agricultural  distress  will  be  produced,  till  the  average' 
supply  is  brought  to  a  level  with  the  average  demand. 

*  Among  the  most  able  of  the  publicatioim,  on  the  impolicy  of 
restricting  the  Importation  of  Com,  may  be  classed  Major  Torrena* 
Ewiay  on  the  External  Com  Trade.  [1816.]  His  argmnenU 
appear  to  me  to  be  unanswered,  and  to  be  onanswerabl^ 


OHAPTBB  XX. — ^VALITB  AND  RICHES,  THEIB 
DISTINCTIVE  PROPERTIES. 

§  95. 
"  A   ICAN  is  rich  or  poor***  mjn  Adam  Smith,  *'  accord- 

*^  ing  to  the  degree  in  which  he  can  afford  to  enjoy 
the  neoeeMuriee»  conTeniencee»  and  amusements  of  human 
Kfc.-* 

Yalue,  then,  essentially  differs  from  riches,  for  ralue 
depends  not  on  abundance,  but  on  the  difficulty  or  facility 
of  production.  The  labour  of  a  million  of  men  in  manu- 
factures, will  always  produce  the  same  Talue,  but  will  not 
always  produce  the  same  riches.  By  the  invention  of 
machinery,  by  improTements  in  skill,  by  a  better  division 
ef  labour,  or  by  the  discoTery  of  new  markets,  where  more 
advantageous  exchanges  may  be  made,  a  million  of  men 
may  produce  double,  or  treble  the  amount  of  riches,  of 
**  necessaries,  conveniences,  and  amusements,"  in  one  state 
ef  society,  that  they  could  produce  in  another,  but  ther 
will  not  on  that  account  add  any  thing  to  value ;  for  every 
thing  rises  or  falls  in  value,  in  proportion  to  the  fadlitj 
or  difficulty  of  producing  it,  or,  in  other  words,  in  propor- 
tion to  the  quantity  of  labour  employed  on  its  production. 
Suppose  with  a  given  capital,  the  labour  of  a  certain  num- 
ber of  men  produced  1,000  pair  of  stockings,  and  that  hj 
inventions  in  machinery,  the  same  number  of  men  csa 
produce  2,000  pair,  or  that  they  can  continue  to  prodoce 
1.000  pair,  and  can  produce  besides  500  hats;  then  tlie 

*  [Bk.  L,  e.  v.,  p.  18  b.] 


wmXw  ot  t^«  2,000  p«ir  of  ttoddngs,  or  ol  the  I.OOO  pair 
of  •tockingB^  uid  500  haU,  will  be  neither  more  nor  less 
tlmn  that  of  the  1«000  pftsr  of  Etockitigs  before  the  intro- 
ductioD  of  nuwhinery ;  for  they  will  be  the  jf reduce  of  the 
s&nie  quantity  of  Ubour  But  the  T&lue  of  the  getietul 
mftM  of  eomtnoditiea  will  nerertheless  be  dimiisished ; ' 
for,  although  the  ralue  of  the  iu  creased  quautity  produced, 
lu  coQ«equeace  of  the  impro^^meut,  will  be  the  Bame  ex- 
actly  afl  the  ralue  would  have  beea  of  the  less  quimtity 
that  would  have  beeu  produced,  had  do  improiremeiit  taken 
placid,  an  effect  is  also  produced  on  the  portioti  of  goods 
•till  uoeooaumed,  which  were  manufactured  previously  to 
the  improvement ;  the  value  of  those  goods  will  be  reduced, 
inasmuch  as  they  must  fall  to  the  level,  quantity  for 
quantity,  of  the  goods  produced  under  all  the  advantages 
of  the  improvement :  and  the  society  will,  notwithstanding 
the  increased  quantity  of  commodities,  notwithstanding  its 
augmented  riches,  and  its  augmented  means  of  enjoyment, 
have  a  less  amount  of  value.  By  constantly  increasing  the 
facility  of  production,  we  constantly  diminish  the  value  of 
some  of  the  commodities  before  produced,  though  by  the 
same  means  we  not  only  add  to  the  national  riches,  but 
also  to  the  power  of  future  production.  Many  of  the  errors 
iu  political  economy  have  risen  from  errors  on  this  subject, 
from  considering  an  increase  of  riches,  and  an  increase  of 
value,  as  meaning  the  same  thing,  and  from  unfounded 
notions  as  to  what  constituted  a  standard  measure  of 
value. 

§  96.  One  man  considers  money  as  a  standard  of  value, 
and  a  nation  grows  richer  or  poorer,  according  to  him,  in 
proportion  as  its  commodities  of  all  kinds  can  exchange 
for  more  or  less  money.  Others  represent  money  as  a 
very  convenient  medium  for  the  purpose  of  barter,  but  not 
as  a  proper  measure  by  which  to  estimate  the  value  of 

*  [In  existence  at  the  time,  stuck  produced  under  the  former  cir* 
I  forming  part.] 
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otber  things;   the  real  meMure  of  Talue  according  to 
them,  is  conit'  and  a  country  is  rich  or  poor,  according  as 
Its  commodities   will   exchange  for  more  or  less  com.' 
There  are  others  again,  who  consider  a  countiy  rich  or 
poor,  according  to  the  quantity  of  labour  that  it  can 
purchase.    But  why  should  gold,  or  com,  or  labour,  be 
the  standard  measure  of  Talue,  more  than  coals  or  iron  P — 
more  than  doth,  soap,  candles,  and  the  other  necessaries  of 
'  the  labourer  P — ^wh j,  in  short,  should  any  commodity,  or 
an  commodities  together,  be  the  standard,  when  such  a 
standard  is  itself  subject  to  fluctuations  in  Talue  P    Cora, 
as  well  as  gold,  may  from  difficulty  or  facility  of  produc* 
tion,  Tary  10,  20,  or   80  per  cent,   reUtively  to  other 
things ;  why  should  we  always  say,  that  it  is  those  other 
thii^  which  hare  raried,  and  not  the  com  P    That  com- 
modity is  alone  invariable,  which  at  all  times  requires  the 
same  sacrifice  of  toil  and  labour  to  produce  it    Of  such 
a  commodity  we  hare  no  knowledge,  but  we  may  hypo- 
thetically  argue  and  speak  about  it,  as  if  we  had ;  and 
may  improTc  our  knowledge  of  the  science,  by  showing 
distinctly  the  absolute  inapplicability  of  all  the  standards 
which  have  been  hitherto  adopted.     Bui  $Hppo$ing  eiiker 
<^ik€9€  iobe  a  carreei  $iandard  of  value,  titU  ii  vfould  not 
he  a  ilandard  of  rickee,  for  rickee  do  not  depend  on  value,* 

*  AcUm  Smith  says,  "  that  the  diflerence  between  tlie  real  aii<I 
the  nominsl  price  of  comtnoditiet  luid  labour,  is  not  a  matter  of 
mere  speeiilatioa,  hat  may  sometimea  be  of  considerable  um  in 
practice.'*  [Dk.  L,  e.  v.,  |i.  14  a.]  I  agree  with  him  ;  bat  the  real 
price  of  labour  and  commodities,  is  no  more  to  be  ascertained  by 
their  price  in  goods,  Adam  Smith's  real  mearore,  than  by  their 
price  in  gold  and  silrer,  his  nominal  measure.  The  laboarer  is 
only  paid  a  really  high  price  for  his  laboor,  when  his  wages  will 
paieiiase  the  prodace  of  a  great  deal  of  labour. 

*  in  rol.  L,  p.  106  [bk.  L,  e.  IL,  8nd  edition],  M.  Say  in/en,  Uiat 
silrer  is  now  of  the  same  ralue,  as  in  the  reign  of  Louis  XIV., 
**  beeause  the  same  quantity  ef  aUrer  will  buy  the  same  quaatiiy 
ef  com.** 

*  [Editor'a  italies.    TUi  pssasge  exhibiU  the  difficulty  oi  sta^ 
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A  nmn  ii  ricli  or  poor,  ftcoarding  to  the  ftbuDdaoce  of 
necesaariet  Mtd  luximai  wKich  be  cao  comoiaad;  aad 
irhetl^r  Ute  eicb&ngeftble  rmXne  of  these  for  moue/,  for 
coro,  or  for  labour,  be  high  or  low,  ihey  will  e(|imlly  c^n* 
ttibut€  to  tbe  enjoymetit  of  tbeir  [K>fi«es0or  It  i&  through 
confounding  the  ideas  of  ralue  aud  wealth,  or  richea  tlmi  * 
it  has  been  asserted,  that  by  diminishing  the  quantitj  of 
com  modi  ties,  that   is    to    say    of   the    aeccssaneer    con-  I 

veEicnces,  aud  eDJojnnents  of  human  life,  riches  maj  be 
incres&aed.     If  ralue  were  the  measure  of  riches,  this  could  I 

not  be  deaied,  because  by  scaxcity  the  value  of  cx>iiimodi<  ' 

ties  is  raised  ;  but  if  Adam  Smith  be  correct,  if   riches  . 

consifit  in  necessaries  aud  enjoyments,  then  they  cannot  be 
increased  by  a  diminution  of  quantity. 

It  is  true,  that  the  man  in  possession  of  a  scarce  com- 
modity is  richer,  if  by  means  of  it  he  can  command  more 
of  the  necessaries  and  enjoyments  of  human  life ;  but  as 
the  general  stock  out  of  which  each  man's  riches  are 
drawn,  is  diminished  in  quantity,  by  all  that  any  indi- 
vidual takes  from  it,  other  men's  shares  must  necessarily 
be  reduced  in  proportion  as  this  favoured  individual  is 
able  to  appropriate  a  greater  quantity  to  himself. 

Let  water  become  scarce,  says  Lord  Lauderdale,'  and  be 
exclusively  possessed  by  an  individual,  and  you  will 
increase  his  riches,  because  water  will  then  have  value ; 
aud  if  wealth  be  the  aggregate  of  individual  riches,  you 
will  by  the  same  means  also  increase  wealth.  You  un- 
doubt/edly  will  increase  the  riches  of  this  individual,  but 
iuasmuch  as  the  farmer  must  sell  a  part  of  his  com,  the 
shoemaker  a  part  of  his  shoes,  and  all  men  give  up  a 
portion  of  their  possessions  for  the  sole  purpose  of  sup- 
plying  themselves  with  water,  which  they  before  had  for 
nothing,  they  are  poorer  by*  the  whole  quantity  of  com- 

tistical  attempts  at  comparison  of  the  riches  of  a  nation  at  two 
M[>arate  periods.] 
*  [*<  Inquiry  into  the  Nature  and  Causes  of  Wealth, "  p.  44.] 
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moditiet  wbtch  tbej  uv  obliged  to  derote  to  this  purpose, 
and  tbe  proprietor  of  water  >■  benefited  predselv  bj  the 
amouot  of  their  lost.  The  same  quantity  of  water,  and 
the  same  ijuantity  of  comm^kdities,  are  enjojed  by  the 
wbole  society,  but  tbey  are  differently  diitributed.  Thii 
ii.  bowererp  flupposiog  rather  a  monopoly  of  water  than  a 
icarcity  of  it.  If  it  ahould  be  scaroep  then  the  riches 
of  th«  oouDtry  and  of  indxTiduali  would  be  aetnally 
dimmisbed.  inaamticb  aa  it  would  be  deprived  of  a  portion 
of  OM  of  ita  enjoymenta.  Hie  fanner  would  not  only 
bave  l^*  com  to  exchange  for  the  other  eommodities 
which  might  be  necessary  or  deiirable  to  bim,  but  be,  and 
erery  other  indindual,  would  be  abridged  in  the  enjoy* 
meot  of  one  of  the  most  eseential  of  their  comforts.  Not 
only  would  there  be  a  different  distribution  of  ricbes.  but 
Ml  actual  loss  of  wealths 

It  may  be  said,  then,  of  two  countries  possessing  pre* 
risely  the  tame  quantity  of  all  the  necessaries  and  cx>mforU 
of  life,  that  they  are  equally  Hcb,  but  the  value  of  their 
respeetiTe  riches  would  depend  on  the  comparaliYe  facility 
or  difficulty  with  which  they  were  produced.  For  if  an 
improved  piece  of  machinery  should  enable  us  to  make 
two  pair  of  stockings*  instead  of  one,  without  addition.^] 
labour,  double  the  quantity  would  be  given  in  exchantr<? 
for  a  jari  of  doth.  If  a  similar  improvement  be  made 
in  the  manufacture  of  cloth p  stockings  and  cloth  will 
exchange  in  the  same  proportions  as  before,  but  they  wilt 
both  have  fallen  in  value ;  for  in  exchanging  them  for 
hata,  tor  gold,  or  other  commodities  in  general,  twice  the 
former  quantity  must  be  given.  Extend  the  improre' 
raent  to  the  production  of  gold,  and  every  other  cocq- 
modiiy;  and  they  will  ^1  regain  their  former  proportiont. 
There  wUl  be  double  the  quantity  of  commodities  annually 
ptodooed  in  the  eountryp  and  therefore  the  wealth  d  tbt 
comtry  will  be  doubled*  but  this  wealth  will  not  htm 
Lncreaaed  in  value. 


WO«Id1» 


but  witk  tte  paanniom  of  t 

M  ^otf  f II  hangj—I-iti  ^sIik  of  itiwi  aad  of  ] 
luwudL  ?^0y  Kmt  port  wxA  ] 
specuBS  of  nc&0i  to  pqnrfiti—  a  dsf^s  1 

caa  purduue 

S  S7.  From  w&at  haa  Woa  aid,  si  wiQ  be  mtm  tkat  tW 
v«alta  of  a  eo«atanr  saj  W  iiMrMwd  ia  two  vajs:  it  imij 
Im  iai'i'f.iiji.ii  br  cKpioyia^  a  ^laUr  portiom  of  woaiio  in 
Qw  Tnaintynanot  gf  pnidnetito  Iaboar» — ^wkidk  will  aoi 
a&lT  aid  to  tiw  qaaatitj^  bvt  to  t&o  Tahw  of  tko  maao  of 
coBuiiodxSHO ;  gr  it  saj  bo  iBfCreaaod,  withoot  < 
lar  aa^^^^^^TiWA!  qmatilT  of  kboor*  bj  TnaHag  tho 
<(oaiUitT  noco  pcodactivo« — vbi^  wiQ  add  to  tko 
<iaaci^  bat  not  to  &o  ^afaw  of  ooouaodxtiM. 

la  tW  int  caao»  a  tsmmtrj  wonld  not  onl  j  booone  ikii« 
b«t  tW  Tahie  of  tta  ricteo  would  incnaae.     It  wovid 
I  br  panfmnaj ;  bj  diMxaiakiai^  its  OMpfditmo 


>(Bk.L.«.«..r.ltW] 
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oa  object*  of  lajmry  aod  enjojmetit ;  and  emplQ/ing  those 
mnogs  m  reproductioa. 

In  the  teooad  c&a«.  ther6  will  not  DaceMaril/  be  either 
ajij  dimimttied  expenditure  on  luiuries  and  eojormenU* 
or  EDjf  iDcrattjed  qiukntitjr  of  producUve  labour  em  played, 
bill  with  the  same  labour  more  would  be  produced ;  wWth 
would  increase,  but  not  Talue.  Of  these  two  modet  of 
liicEi!a«iQg  wealth,  the  last  must  be  preferred,  smce  it  pro* 
duces  the  tame  effect  without  the  priTaiiou  and  diminution 
of  enjojrments,  which  can  nerer  ^1  to  accompanj  the 
first  mode.  Capital  is  that  part  of  the  wealth  of  a  countrj 
which  is  employed  with  a  tiew  to  future  production,  and 
ntaj  be  increased  in  the  same  manner  aa  wealths  An 
addittottal  capital  will  be  equalljr  efficacious  in  the  pro^ 
duction  of  future  w^th,  whether  it  be  obtaloed  ffom 
improTements  in  bIliII  and  machine ry,  or  from  using  more 
rerenue  reproductiTelj  ;  for  wealth  always  depends  on  the 
quantitj  of  commoditiet  produced,  without  anjr  regard  to 
the  fadlitj  with  which  the  instniments  emplojed  in  pro- 
duction maj  bare  been  procured.  A  certain  quantity  of 
clothes  and  protiBions  will  maintain  and  emploj  the  tami! 
iitunber  of  mem,  and  will  therefore  procure  the  same 
qtuoltty  of  work  to  be  done,  whether  thej  be  produced  bj 
tiie  labour  of  100  or  200  men ;  but  thcjr  wail  be  of  twice 
the  Talue  if  200  hare  been  emplojed  on  their  production. 

§  98.  M.  SajJ  notwithstanding  the  corrections  be  has 
made  in  the  fourth  and  last  edition  of  his  work,  "  Traitc 
d'Ecsonomie  Politique/'  appears  to  me  to  hare  been  iingu^ 
larlj  unfortunate  in  hit  definition  of  richeii  aod  ralue. 
He  considers  these  two  terms  as  sjnonymout,  and  tiiat  a 
I  is  rich  in  proportion  as  he  increases  the  value  of  hU 
lione,  and  is  enabled  to  command  an  abundance  of 
commoditiee.    *'  The  Talue  of  incomes  is  then  increased,** 

^  [Sftf ,  to  bl«  "  hstum  k  M:  M*)Uiiu/'  pp.  ISMS?,  criticiMS  Ikm 
po«lt«etu  Mturued  hy  HicttniA  He  atiU  refiue*  to  rscogaEiS  tlit 
UiflUBctioQ  here  insdt  between  raltae  ukI  riehea] 


W  ohmerrwtf  **  if  Umj  cui  ptoomn,  it  do4^  oat  sigutf  j  by 
vbAt  BM&i,  ft  griftler  quBaHty  ni  producU."  Accordipg 
lo  M.  &;/  if  tlie  diSeult/  ol  prododng  elolb  we»  to 
doabb,  ftod  ocKuaaqntQll/  cloth  wtm  I0  exeluiige  for  doable 
thm  qu&otitjr  of  the  commoditie«  for  whieb  it  exeh&i3g«d 
b<?foro*  tt  would  b«  doubled  in  Tmlite»  to  which  I  give  mjr 
fulla*t  ancQt ;  but  if  there  were  &iij  peculiar  tacili^  in 
|>iodiiciag  the  oomixiodiueei^  uid  do  increAaed  difficulty  in 
pfodudug  clothp  «iid  cloth  should  iu  eonsequence  exdmnge 
MM  befon  foe  double  the  (|ua&titj  of  cotntaoditiefl,  M.  Bar 
frouid  itin  mj  tluit  doth  had  doubled  in  value^  whereas 
aooording  to  mj  riew  of  the  tubject,  he  should  say*  that 
dotb  retaiDed  ita  former  Talue«  and  thoae  particular  com* 
tuckdstic*  had  fallen  to  half  their  fonuer  Tmlue.  Must  not 
M.  Saj  be  inconsistent  with  himself  when  he  sajs,  that  by 
facility  of  production,  two  sacks  of  com  may  be  produced 
by  the  same  means  that  one  was  produced  before*  and 
that  each  sack  will  therefore  fall  to  half  its  former  Talue, 
and  yet  maintain  that  the  clothier  who  exchanges  his  cloth 
for  two  sacks  of  com,  will  obtain  double  Uie  Talue  he 
before  obtained,  when  he  could  only  get  one  sack  in 
exchange  for  his  cloth.  If  two  sacks  be  of  the  Talue  that 
ooe  was  of  before,  he  evidently  obtains  the  same  value 
and  no  more, — he  gets,  indeed,  double  the  quantity  of  riches 
— double  the  quantity  of  utility — double  the  quantity  of 
what  Adam  Smith  calls  value  in  use,  but  not  double  the 
quantity  of  value,  and  therefore  M.  Say  cannot  be  right 
in  considering  value,  riches,  and  utility  to  be  synonymous. 
Indeed,  there  are  many  parts  of  M.  Say's  work  to  which  I 
can  confidently  refer  in  support  of  the  doctrine  which  I 
maintain,  respecting  the  essential  difference  between  value 
and  riches,  although  it  must  be  confessed  that  there  are 
idso  various  other  passages  in  which  a  contrary  doctrine  is 
maintained.    These  passages  I  cannot  reconcile,  and  I 

'  [The  following  rsfsrenoes  are  to  the  fourth  edition.] 
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point  them  out  by  pattiag  them  in  oppodtion  to  each 
other,  that  M.  8aj  may,  if  he  should  do  me  the  honour  to 
notice  these  ohsenrationt  in  anyfotore  edition  of  his  work, 
give  such  ezphaiations  of  his  Tiews  as  may  remore  the 
difieolty,  which  many  others,  as  well  as  mys^,  feel  in  our 
endeaTours  to  expound  them* 


L  In  the  exehaage  of  two  pro- 
daets,  ws  only  in  fact  ox- 
ehaage  the  productive  Mr- 
Ticss  whidi  have  ■erved 
to  create  tbciii p.  50i. 

%  Thcie  is  no  real  dearncM 
bat  that  which  alines  from 
the  cost  of  productioii. 
A  thing  really  dear,  UUiat 
which  coaU  much  in  pro- 
dndn;; 407. 

IL  The  valve  of  all  the  pro-  7. 
dnctive  eervicce  that  must 
be  consumed  to  create  a 
product,  constitute  the 
cost  of  production  of  that 
product d05w 

4.  It  is  utility  which  deter-  a. 
minee  tlie  demand  for  a 
commodity,  hut  it  is  the 
cost  of  its  production 
which  limits  the  extent  of 
its  demand.  When  its  uti- 
lity does  not  ele>*ate  its 
value  to  tlio  level  of  the  9i 
cost  of  production,  the 
thing  is  not  worth  what  it 
cost ;  it  is  a  proof  that  tlio 
productive  services  might 
be  employed  to  create  a 
commodity  of  a  superior 
value,  liie  posstssori  of  lOi 
prsductive  funds,  thai  is 
to  say,  those  who  have  the 


The  value  of  incomes  is  then 
increased,  if  they  can  pro- 
cure (it  does  not  signify 
by  what  means,)  a  greater 
quantity  of  products. 

Price  is  the  measure  of  the 
value  of  things,  and  their 
value  is  the  measure  of 
their  utility.  2  Vol. ..p.  4. 


Exchanges  made  freely, 
show  at  the  time,  in  Uie 
place,  and  in  the  state  of 
society  in  which  we  are, 
the  value  which  men  at- 
tach to  the  things  ex- 
changed  460. 

To  produce,  is  to  create 
value,  by  giving  or  increa»- 
ing  the  utility  of  a  thin;:, 
and  thereby  estublisliing  a 
demand  for  it,  which  is  tlie 
first  cause  of  its  value 
Vol.2. 487. 

Utility  being  created,  con- 
stitutes a  prodttck  Tlie 
exchangable  value  whick 
results,  is  only  the  measure 
of  this  utility,  Uie  measure 
of  the    production    whick 

has  taken  place. 49a 

The  utility  which  people  of 
a  particular  country  find  is 
a  product,  can  o 


f  AlrtTE   AMU  RICUEJI. 


IL 


hf  fht  iNiiet  which  Ui«y 

gi»itfortt..„,„ *.pu  SQSL 

Hub  price,  la  the  m^a^um 
of  tbt  tttilitj,  which  it  hm 
m  Uw  jmdlgiiieiit  of  mm  ; 
at  tilt  ifttklMtion  whicb 
OTHTc  iftim  con- 
it,  becAu^e  t^ttf 
wmid  not  prefer  c^onffuiit- 
m^  tluA  utility^  if  for  tli« 
|iri««  wUkh  it  cont  tJiey^ 
eoalii  Ar«iairt  a  u&iUtj 
■M    give   them 


dkpMel  of  t«l»ttr,  nl  ea* 
tftttl  «r  l«aid«  Ate  perpetn^ 
iJly  acBwpieJ  in  tooipft' 
mg  the  cm«  el  pntdac- 
uem  wiib  Ui«  f^«e  i^  %k9 
thim^  prodooed,  et  vUeh 
eoiiifli  to  llh«  «Aflie  iMnii 
i»  nnwgiiffkifl  the  t«lttt  ef 
^yfcWMl#w»*"rfit>ep  with 
«ufc  oliMri  WewM  the 
cmH  ef  pfeiltlhw*  i«  ma- 
tlda^  etee  b«t  th«  T«lae  of 
pffiHiqirttre  •em^eii,  «i«- 
■atned  Is  fotmii^  %  p€Q^ 
{luctiMii ;  vnd  the  reliie  of 
ft  prodarti^e  wrriee  ia  no- 
thin;;  eh«  thiui  the  value 
of  the  commodity,  which 
in  the  reKulU  The  value 
of  a  commodity,  the  va- 
lue of  a  producti\*e  senice, 
tlie  value  of  the  cost  of 
productioD  are  all,  then, 
nimilar  \*aluen  when  ever>- 
tiling  in  left  to  itn  natural 
coume. 

{f  there  is  no  real  deamess  but  that  which  arises  from 
St  of  production,  (•€«  2.)  how  can  a  commodity  be  said  to 
le  in  ralue,  (see  5.)  if  its  cost  of  production  be  not  in- 
eased  ?  and  merely  because  it  will  exchange  for  more  of 
cheap  commodity — for  more  of  a  commodity  the  cost  of 
oduction  of  which  has  diminished  ?  When  I  give  2,000 
mes  more  cloth  for  a  pound  of  gold  than  I  give  for  a 
mnd  of  iron,  does  it  prove  that  I  attach  2,000  times  more 
ility  to  gold  than  I  do  to  iron  ?  certainly  not ;  it  proves 
dy  as  admitted  by  M.  Say,  (see  4.)  that  the  cost  of  pro* 
iction  of  gold  is  2,000  times  greater  than  the  cost  of  pro- 
icUon  of  iron.  If  the  cost  of  production  of  the  two  metals 
sre  the  same,  I  should  give  the  same  price  for  them  ;  but 
utilitj  were  the  measure  of  ralue,  it  is  probable  I  should 


12.  The  fiuantity  of  all  rtlher 
conunoditiee  which  a  per- 
Mm  can  immediately  oUtaia 
in  exchange  for  the  oom- 
modity  of  whidi  he  winhee 
to  dispoee,  is  at  all  tunee  a 
value  not  to  be  disputed. 
VoL  2. 4. 
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gire  more  for  the  iron.    It  it  the  competition  of  the  pro- 
dncert  **  who  &re  perpetuallj  employed  in  comparing  th<5 
cost  of  production  with  the  ralue  of  the  thing  produced/' 
(•M  4)  which  regulates  the  ralue  of  different  commodities. 
If,  then,  I  gire  one  shilling  for  a  loaf,  and  21  shiUings  for 
a  guinea,  it  is  no  proof  that  this  in  mj  estimation  is  the 
eomparatire  measure  of  their  utilitj. 
In  No.  4,  H.  8aj  maintains  with  scarcely  any  yariation, 
•  the  doctrine  which  I  hold  concerning  ralue.    In  his  pro- 
ductire  serrices,  he  includes  the  serrices  rendered  bj  land, 
capital,  and  labour;  in  mine  I  include  onlj  capital  and 
labour,  and  wholly  exclude  land.    Our  difference  proceeds 
from  the  different  riew  which  we  take  of  rent :  I  alwajs  con- 
sider it  as  the  result  of  a  partial  monopoly,  nerer  really  regu- 
lating price,  but  rather  as  the  effect  of  it.    If  all  rent  were 
relinquished  by  landlords,  I  am  of  opinion  that  the  com- 
modities produced  on  the  land  would  be  no  cheaper,  because 
there  is  always  a  portion  of  the  same  commodities  pro- 
duced on  land,  for  which  no  rent  is  or  can  be  paid,  as  the 
surplus  produce  is  only  sufficient  to  pay  the  profits  of  stock. 
To  conclude,  although  no  one  is  more  disposed  than  I 
am  to  estimate  highly  the  advantage  which  results  to  all 
classes  of  consumers,  from  the  real  abundance  and  cheap- 
ness of  commodities,  I  cannot  agree  with  M.  Say,  in  esU- 
mating  the  ralue  of  a  commodity,  by  the  abundance  of 
other  commodities  for  which  it  will  exchange ;  I  am  of  the 
opinion  of  a  rery  distinguished  ^Titer,   M.   Destutt  de 
Tracy,  who  says,  that  "  To  measure  any  one  thing  is  to 
compare  it  with  a  determinate  quantity  of  that  same  thing 
which  we  take  for  a  standard  of  comijarison,  for  unity.  To 
measure,  then  to  ascertain  a  length,  a  weight,  a  ralue,  if 
to  find  how  many  times  they  contain  metres,  grammes, 
francs,  in  a  word,  unities  of  the  same  description."    A 
franc  is  not  a  measure  of  ralue  for  any  thing,  but  for  a 
quantity  of  the  same  metal  of  which  francs  are  made, 
I  francs,  and  the  thing  to  be  measured,  can  be  referred 
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to  •0010  crU>er  meftfttrre  wbidi  is  commoD  to  botk.  Tim,  I 
ilimk.  theT  am  be«  for  ihf  j  are  both  Uie  re^t  of  labour ; 
and,  therefore,  labour  it  a  eommon  measure,  by  which 
their  real  a«  well  as  their  nelatiTe  Talue  may  be  €«tiinat^d. 
Thja  alio,  I  am  happy  to  say,  appears  to  be  M.  Destutt  de 
Tracy's  oppinion.^  He  says^  '*  as  it  is  certain  that  our 
physical  and  moral  faculties  are  alone  onr  original  riches^ 
the  emploTinent  of  those  faculties,  labour  of  some  kind, 
is  our  only  original  tr^isure,  and  that  it  is  always  fTX>m 
this  employment,  that  all  those  things  are  creat€d  which 
we  call  riches*  those  which  are  the  most  aecessaiy,  as  well 
as  those  which  are  the  most  pa  rely  agreeable.  It  is  cer* 
tain  too«  that  all  those  things  oaty  represent  the  labour 
which  ha^  created  them,  and  if  they  have  a  value,  or  even 
two  distinct  values,  they  can  only  derive  them  from  that  of 
the  labour  from  which  they  emanate.*' 

M.  Say,  in  speaking  of  the  excellences  and  imperfections 
of  the  f^reat  work  of  Adam  Smith,  imputes  to  him»  as 
an  error,  that  "  he  attributes  to  the  labour  of  man  alone, 
the  power  of  producing  value.  A  more  correct  analysis 
Bhows  us  that  value  is  owing  to  the  action  of  labour,  or 
rather  the  industry  of  man,  combined  with  the  action  of 
those  agents  which  nature  supplies,  and  with  that  of  capital. 
His  ignorance  of  this  principle  prevented  him  from  estab* 
lishing  the  true  theory  of  the  influence  of  machinery  in  the 
production  of  riches." 

In  contradiction  to  the  opinion  of  Adam  Smith,  M.  Say, 
iu  the  fourth  chapter,  speaks  of  the  value  which  is  given 
to  commodities  by  natural  agents,  such  as  the  sun,  the  air, 
tbe  pressure  of  the  atmosphere,  etc,  which  are  sometimes 
substituted  for  the  labour  of  man,  and  sometimes  concur 

*  Elemens  d'ideologie,  VoL  iv..  p.  99.— In  this  work  M.  de 
Tracy  has  given  a  useful  and  an  able  treatise  on  the  general  prin* 
ciples  of  Political  Economy,  and  I  am  sorry  to  be  obliged  to  add, 
that  he  supports,  by  his  authority,  the  definitions  which  M.  Say 
luui  giTen  of  ths  words  **  value,"  **  riches,"  and  <*  utility.** 
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Willi  him  in  pTOdttcitig.'  But  theae  natund  ftgentA,  though 
ihiey  ftdd  greatljr  to  palus  in  use^  nerer  add  excb&iigfiabl^ 
imlue,  of  nhich  M^  84j  ii  a  peaking,  ta  li  commodity:  &a 
aoon  M  by  tho  aid  of  tnacbinerj,  or  by  the  knowledge  of 
s&turftl  pbibsopbj,  you  oblige  natural  »gent#  to  do  the 
WQok  which  wsi  before  dona  by  iuaii^  the  exchangeable 
tmlue  of  tucb  work  falU  accordingly.*  If  ten  men  turned 
a  com  mill,  and  it  be  di»co?ered  that  by  the  lumiiitaDce  of 
wind,  or  of  water,  the  labour  of  these  ten  men  may  be 
ipared,  the  flour  which  Ib  the  produce  partly  of  the  work 
performed  by  the  mill,  would  immediately  fall  in  value,  in 


*■  **  The  llrst  niMi  nho  knew  how  to  M>lten  nietiJs  hy  Rn,  Ia  mil 
IIk  crciLtf^r  of  lb«  vmlue  which  tliat  prueem  tuUU  to  the  ni«tt«tl 
ibHaI.  Tliai  value  in  tlie  rernik  ot  the  phynk&l  Mcitun  of  fire  adil«il 
IQ  tlie  Lotlufttry  and  cajiitnl  of  tho«e  «i»o  availed  thcmvelvw  tif  Uib 
kiiowle*l|,"e." 

**  From  thin  ernor  Bmiih  han  drawn  Uib  fal»e  rcftuU,  that  tfie 
Talne  of  all  [irottiictionii  refire»iefit«  ttie  reeeitt  or  fomter  lah«mr 
iif  iiiiui,  er,   iM  tftMtr  tCQrrh^  thtU  rieAcJt  nrr  ttQlAittj  dwt  h«i  fftrtt- 

/attf,  ifthonr  tt  tht  m>tt  mtatnr%  ^f  ricAcf,  or  ^f  CA#  v^Mt  t^ ^m^ 
i/vrf«oflJ  "  t"  Ectm.  Pol./*  hk  L»  c  iv.»  wL  l,  jii».  3i-2,J  The 
{afer«nie  with  mhieh  M,  Bay  etmi^ludeiif  are  liU  own,  and  m4 
Dr.  HtiiUhV ;  tlie.i  af«  eorrect  if  nv  UlnltncUoii  he  made  l>etwven 
valae  am)  richer,  and  in  thin  |i«w«^  M.  Say  make*  none :  hut 
tbumgh  Aiiam  Stiuth,  who  de5n«d  riclien  to  conMiet  ta  the  ahue- 
il»t<«  of  neeeiieafTefl,  eonvenienee  and  en  joy  men  l«  of  hanian  life, 
won  hi  liave  allowed  Uial  macliinee  anH  natural  e^^enlii  niij^ht  vctj 
ipratly  adtl  to  the  rkhw  of  a  eounti^'p  he  woulJ  not  have  allfiwvil 
that  I  hey  add  any  thing  to  the  value  of  ihoee  Hthee. 

'  [Til  in,  thou|i:h  I  rue  in  many  caaee,  «)>oul4  not  he  atated  eo  univtr* 
tally.  The  nKMlitiemtiofi  tiecded  arUce  from  ihe  fact  thai  natii'v 
May  in  feome  infttanoea  perform  work  whkh  elnewliere  ha«  to  be 
fiadocnied  by  laUjur  :  that  bp  the  Nune  c^mniotlity  U  freqiiecitJy 
|itoduc»d  ander  tliilereot  eonditiona  or  aJvMitaj^,  and  when  i ucii 
ia  the  caae  tta  prii^e  or  popiibtoD  in  the  ratio  of  exehan|{«  U  de^* 
Iry  tha  partkm  thae  pfoduoed  aader  Ihe  iimmI  favovitWe 
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prnportion  to  the  quautii/  of  labour  saved ;  aoct  the  ^ocierf 
would  be  richer  bj  the  commodities  wbteh  the  la^bour  of 
the  ten  men  cauld  produce,  the  funds  deatiu^  for  their 
ttuLinteQ^ace  Wiug  in  no  degree  )m]>iiiDgd.  M.  Saj  oon- 
stantljf  overlook!  the  essentifrl  diffei'euee  that  there  14 
between  T&lue  in  um,  and  tr1u«  in  exchange. 

M>  Sajr  aocuies  Dr.  Smith  of  having  overlooked  the  valu« 
which  ii  givea  to  commodities  by  natural  agents,  and  hf 
macbinerv.  because  he  oougidered  that  the  value  of  all 
thing*  was  den  vied  from  the  labour  of  man;  but  it  does 
not  appear  to  me,  that  this  charge  it  made  out ;  for  Adam 
Smith  no  where  undervalues  the  services  which  thes« 
natural  agents  and  machinery  perform  for  u«,  but  he  very 
ju*tly  di&tinguiahes  the  nature  uf  the  valne  which  they 
add  to  commodities — the/  are  serviceable  to  us,  bj  increas- 
ing  the  abundance  of  productions,  bj  making  men  richer, 
bj  adding  to  value  in  use ;  but  as  thej  perform  their  work 
gratuitously,  as  nothing  is  paid  for  the  use  of  air,  of  heat, 
and  of  water,  the  assistance  which  they  afford  us,  add^ 
nothing  to  value  in  exchange* 


CHAPTER   XXX — EFFECTS   OF  ACCUMULA- 
TION ON  PROFITS  AND  INTEREST. 

§99. 
T^BOM  the  aoooant  which  hat  been  giren  of  the  profits 
^  of  stock/  it  will  appear,  that  no  aocnmulation  of 
ei4>ital  will  permanenUj  lower  profits*  unless  there  be 
some  permanent  cause  for  the  rise  of  wages.  If  the  funds 
for  the  maintenance  of  labour  were  doubled,  trebled,  or 
quadrupled*  there  would  not  long  be  anj  difficulty  in  pro- 
curing the  requisite  number  of  hands,  to  be  emplojed  bj 
[those  funds;  but  owing  to  the  increasing  difficult/ of  making 
constant  additions  to  the  food  of  the  countrj,  funds  of  the 
same  ralue  would  probablj  not  maintain  the  same  quantitj 
of  labour.*  If  the  necessaries  of  the  workman  could  be 
constantlj  increased  with  the  same  Polity,  there  could  be 
no  permanent  alteration  in  the  rate  of  profits  or  wages,  to 
whaterer  amount  capital  might  be  accumulated.  Adam 
Smith,  howerer.  uniformlj  ascribes  the  fall  of  profits  to 

*  [There  are  two  remarks  neeenMuy.  In  the  fimt  place,  we  mw^ 
remember  thmJ^  Ricanlo  in  speaking  of  what  will  happen  perma* 
neatly  er  ultimately.  A  pair  of  wdmon  has  two  blades  of  dilTersnt 
kinds.  By  assumption  there  is  an  exeess  of  what  we  may  call 
the  larger  blades.  That  for  the  time  tho  smaller  blades,  being  ne- 
cessary to  the  use  of  the  others,  will  soil  at  an  appreciation,  Ricanlo 
does  not  deny,  but  he  assumes  that  those  can  be  produced  in  ssA- 
dent  plenty  within  a  short  time. 

In  the  seenod  place;  it  is  possible  that  labour  might  not  inerssss 
rapidly  in  quantity  through  a  rise  in  the  standard  of  eooddil 
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ftccumulatSoQ  of  capital,  aiid  to  the  competitlop  which  willJV  ^ 
retiiH  from~ll,  without  €ir«r  advertmg  to  the.  mcreafiing^  ^  j 
dit^culi^  of  proTiditig  food  for  the  additional  number  o£  || 
labourer  which  the  additional  capital  will  employ.  ''The 
JBOwai  of  ttock/*  be  aajB,  **  which  luises  wa^a,  tenda  to 
lowir  pn>fit.  When  the  stocks  of  many  rich  merchante 
MB  tamed  into  the  same  tradep  thetr  mutual  competition 
natunJljr  tenda  to  lower  its  profit;  and  when  there  is  a  like 
inereaae  of  stock  in  all  the  dilfereut  tmdes  carried  on  in 
tlw  mmB  society,  the  same  competition  must  produce  the 
same  effect  in  ilII/*  '  Adam  Smith  speaka  here  of  a  rise  of 
wagev,  hut  it  is  of  a  temponuy  riue,  proceeding  from  in^ 
creased  funds  before  the  population  is  increased ;  and  lie 
does  not  apjiear  to  see,  that  at  tLe  same  time  tbat  capital 
is  increased,  the  work  to  be  effected  by  capital  is  incrcMed 
in  the  same  proportion.  M.  Say  has,  however,  most  satis- 
factorily shown,'  that  there  is  no  amount  of  capital  which 
may  not  be  employed  in  a  country,  because  demand  is  only 
limited  by  production. 

§  100.  No  man  produces,  but  with  a  view  to  consume  or 
sell,  and  he  never  sells,  but  with  an  intention  to  purchase 
some  other  commodity,  which  may  be  immediately  useful 
to  him,  or  which  may  contribute  to  future  production.  Bj 
producing,  then,  he  necessarily  becomes  either  the  con* 
sumer  of  his  own  goods,  or  the  purchaser  and  consumer  of 
the  goods  of  some  other  person.     It  is  not  to  be  supposed 
that  he  should,  for  any  length  of  time,  be  ill-informed  of 
the  commodities  which  he  can  most  advantageously  pro- 
duce, to  attain  the  object  which  he  has  in  view,  namely, 
the  possession  of  other  goods ;  and,  therefore,  it  is  not  pro- 
bable that  he  will  continually  produce  a  commodity  for 
which  there  is  no  demand.' 


./ 


'  [Bk.  L,  c  ix.,  pp.  36b,  37  ii.)      •  ["Econ.  Pol.,"  bk.  i.,  c  xv.J 

'  Adam  Smith  speaks  of  Holland,  as  affording  an  instance  of  the 

fall  of  profits  from  the  aocomulation  of  capital,  and  from  every 

employment  being  consequently  overcharged.    **  The  Qovemment 
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Tbero  eftimot^  tli€D,  jbe  &ocumulatod  in  &  eountry  &iij|r 
«mi>uiit  of  capital  which  caimot  he  employed  produetivelj* 
imtil  wages  rise  eo  high  jB^eooseqtieiioe  of  (he  riie  of  ^ 
"neceMariet/,  and  bo  little^ oonsequentlj  rema^ins  for  the 
'pixifiU  of  Btock».tbat  the  motire  for  accumulatioti  cea^e/ 
While  the  profiU  of  etoek  are  high»  men  will  hare  a  motiTo 
to  aocumiilate.  Whilst  a  man  haa  any  wished^for  gratiG- 
ealion  not  applied,  be  wiU  hare  a  demand  for  more  eom- 
moditiee;  and  it  will  be  an  effectual  demand  while  he  haa 
any  new  value  to  offer  in  exchange  for  them.  If  ten  tbousaad 
pounds  were  given  to  a  man  having  J^  100,000  per  annum, 
^he^wouldjioL  lock  it  np  in  a  cheat*  hut  would  either  increase 
bis  expenses  by  j£l 0,000  ;  employ  it  himself  productively, 
or  lend  it  to  aome  other  person  for  that  puipoee;  in  either 
case,  demand  would  be  increased,  although  it  would  be  for 
dtffejent  objects.  If  be  increased  his  eipeases,  bis  effectual 
demand  might  probably  be  for  buildings,  furniture,  or  some 
such  enjoyment.  If  he  employed  hit  ^10,000  productively, 

ihmn  }iorraw  at  2  per  «eDC^,  sad  pHv^ste  |>e<>ple  of  gootl  credit,  %t  3 
per  cent."  ( Dk,  l ,  f.  ix^  p*  3S  ». }  But  it  iihould  be  remember«d,  tJisI 
UotUnd  WM  <kblig«d  to  import  daio«t  «]|  tbe  eoin  which  ihe  eon- 
•ttmed,  sad  by  iinpcMiiig  heai^  tskse  eti  the  ii«eeta*riea  of  tlie 
blxpiirvr,  ihe  farther  raised  the  w«ge«  ol  Isbeur.  Th«»e  facCn  witt 
MnCKcienUjr  accoaat  for  the  l^w  rate  of  prolitii  and  iatervit  is 
Holtand. 

■  [In  thU  psiMS^,  tuk  ta  many  ot]>«r«f  it  ia  neceu^ary  to  keep  cmrt- 

fwily  in  mind  the  meaning  wtiieh  Hi^ardo  aiUchei  to  the  phrsrm 

**tim  is  wft|*«n,"  s*  exphdAcl  4  33^     Ut  doe«  not  mflsn  that  tlie 

ws^'reei[iienU  will  raeeive  morv  necevpanoi  and  tojiaiitt^  -bnt  that 

t^sy  will  r«ecir«  a  larger  «hare  of  the  produce  ^f  jaboor.    ThU 

pfoduGe  may  iacresse,  bat  It  sriU  bare  to  be  divided  aiaonipkl 

more.  J 

^  ^     *  U  th«  following  quite  eoaaUtent  with  Nf,  Bsy'a  principle  T~ 

'  "^Tbe  m<if«  di/«{*oiiabJe  capitals  ar«  abundant  in  proportioa  to  the 

e3it«ntol>mpl40in^<^^  f^ihem,  the  more  will  the  rateolint«fs*iea 

leana  of  eapital  fall  '^^Vot  iL  p.  lOS.    (lik^iL,  t,  Hii,  3ad  edilJml 

U  <]apital  to  any  entf^nt  can  b«  «iiiploy«r|  Uy  a  country.  Uow  can  it 

i    hs  Bakl  to  be  abomlanW  compared  with  the  ssteat  of  suipioymest 
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Tim  modi  of  »  putieitlar  eomiKioditj  maj  b« 

pn>dttQid^  itf  vhic&  th^tB  ma/  lac  sod  ^gl^^t  id  tbe  tnark^ 
«■  Mft  to  t^mj  t^  apifttlecp^dad  <m  it;  but  tbU  easnol 
l^Uw<Ht«llhMpieit»«U«MModib«;  tbc  demand 
to€  6orm  a  lautel  If  Oi  wmIIm  vUcb  «j^  to  cat  it^  for 
•faoca  aad  eoata  b;^  th»  pmwoom  who  are  to  irear  them;  but 
tboQgh  a  I— Mnitj,  otr  a  paft  <il  a  eonDunUT,  maj  liaTfr 
aa  moeh  amp  iftd  a«  maaj  hata  ami  i^OMi  a«  it  ia  able  or 


*  AcUm  Smith  says,  UuU  "  When  the  prodnee  of  any  partaeolar 
branch  of  imlu^trj  exeeed^  what  the  demaml  of  Uie  country  reqaifvi, 
the  »ttrpltw  miMt  be  sent  abroad,  and  exchanged  for  eomeUiiag  for 
which  there  in  a  demand  at  home.     Wiikoui  smek  txporiaUon^  a 
pari  of  tke  prodmetitt  labonr  of  tke  amntry  must  ceate,  nmd  Ma  J 
nilnt  of  itt  ammufU  product  liiMiMuiL    The  land  and  labonr  ail 
f^reat  Britain  profiuce  generally  more  com,  woollens,  and  hanl-' 
ware,  than  the  demand  of  the  liome  market  requires.    The  snrplne 
I^art  of  them,  therefore,  mojit  be  tent  abroad,  and  exchanged  for 
f«ometliing  for  whidi  there  is  a  demand  at  home.     It  is  only  by 
means  of  socli  exportation,  that  this  surplus  can  acquire  a  valoe 
Nufficient  to  compensate  tlie  labour  and  expense  oif  producinff 
it.*"     [Bk.  ii.,  c.  v.,  p.  15.1a.]    One  would  be  led  to  tliink  by  the 
a)>ove  passage,  tliat  Adam  Smith  concluded  we  were  under  aonia 
necessity  of  producing  a  surplus  of  com,  woollen  goods,  and  hard- 
ware,  and  that  the  capital  which  produced  them  could  not  lie 
otherwise  employed.     It  is,  however,  always  a  matter  of  choice  in 
what  way  a  capital  shall  be  employed,  and  therefore  there  can 
never,  for  any  length  of  time,  be  a  surplus  of  any  commodity ;  for 
if  there  were,  it  would  fall  below  its  natural  price,  and  aipital 
would  be  removed  to  some  more    profitable  employment.    No 
writer  has  more  satisfactorily  and  ably  shown  than  Dr.  Smith, 
the  tendency  of  capital  to  move  from  emplo>nnents  in  which  the 
gooils  produced  do  not  repay  by  their  price  the  whole  expenses* 
including  the  ordinf  ry  profits,  of  producing  and  bringing  them  to 
market.    See  Chap.  X.  Book  I.  [general  sUtement,  p.  41  b.]. 
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maT  wiih  to  consume,  the  e&me  cannot  be  tald  of  «Tery 
comiaoditf  produced  bj  imture  or  bj  art.  Some  would 
eoDfome  more  wioat  if  Ui^  bid  the  abiliij  to  procure  it. 
Otheri  bftvlng  euougb  of  wid^,  would  wish  to  increase  the 
qu&ntitj  or  \m prove  the  quality  of  their  furniture.  Others 
might  wbh  to  ornament  their  grounds*  or  to  eotairge  their 
houaee.  The  wi«h  to  do  all  or  aome  of  tbeae  ia  implant^ 
in  ererj  man'i  breaat;  nothing  ia  required  but  the  meana, 
and  nothing  c&d  afford  the  m^s,  but  an  increaae  of  pro* 
duction«  If  I  had  food  aud  neceaaariea  at  mj  diapoaal,  I 
should  not  he  long  in  want  of  workmen  who  would  put  m€ 
in  poasewon  of  tome  of  the  objecta  moat  ueeful  or  tnoet 
deaiimble  to  me. 

Whether  these  increased  productiona,  and  the  coniequent 
demand  which  thej  occaaion,  ahali  or  ahall  not  lower  pro* 
fita»  depends  solelj  on  the  rise  of  wagee ;  and  the  rise  of 
wageSf  eicepting  for  a  limited  period,  on  the  facility  of 
producing  the  food  and  neceaaaries  of  the  labourer*  I  say 
excepting  for  a  limited  period,  because  no  point  is  better 
establiihed,  than  that  the  iupply  of  labourers  will  always 
ultimately  be  in  proportion  to  the  means  of  supporting 
them. 

There  is  only  one  cose,  and  that  will  be  tempomry,  in 
which  the  accumulation  of  capital  with  a  low  price  of  food 
may  be  attended  with  a  fall  of  profits ;  and  that  ia,  when 
the  funda  for  the  maintenance  of  labour  increase  much 
j^  more  rapidly  than  population ; — wages  will  then  be  high, 
and  profits  low«  If  erery  man  were  to  forego  the  use  of 
luxuries,  and  be  intent  only  on  accumulation,  a  quantity 
of  neoesi^ries  might  be  produced,  for  which  there  could 
not  be  any  immediate  coniumptiou.  Of  commoditiei  so 
limited  in  number^  there  might  undoubtedly  be  an  uniTer* 
■al  glut,  and  consequently  there  might  neither  he  demand 
for  an  additional  quantity  of  luch  commodities*  nor  profits 
dm  the  employment  of  more  capital.  If  men  ceased  to 
Ifionsume,  they  would  ceaie  to  produce.    This  admissioB 
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I  tb#  pnerml  fwindple.     In  such  »  ooonti^  i  I 

ttiai|ile«  it  ii  difficult  to  suppose  that  n  I 

tbcre  cui  b*  maj  diapcxitkm  to  drrote  the  wLole  ca|Mtil  J  I 

ftiid  l&bcnir  of  tbe  amntij  la  tb*  pn>diicCMMi  of  occesa&rM  /  ' 

I  lOL  Wlien  merch^ctj  engage  tJvetr  capitals  in  foreiga  { 
tr&dc,  Q€  in  the  canying  tnde^  it  is  alwmjs  from  f^hojgffli^  ,^^ 
an4  ti€««r  from  DCiiaiity :  it  Is  because  in  that  trade  tlttir  '^H 
prowls  will  be  Knafhal  gnatw  thaa  in  the  bome  trade      ^i 

A(Km  Sniitb  Ikm  faaiAf  ubearfwl  **  tlut  the  desire  of 
food  is  liaiited  in  ti^txy  man  bj  the  narrow  capacity  of  the 
hiuaaa  vtomach,  but  the  deaif*  el  the  eonTetuenees  and 
wmtamts  of   bcDding,  drea^  equipige^  and  boutebold  { 
funu  ture,  seemi  to  hare  no  limit  or  oertAin  boundarfp** ' 

'  [Thi«  would  be  Ricanlo's  answer  to  the  mi^cgestioii  of  the  pnwi 
bility  of  i^enend  over- production.  It  is  needless  to  say  that  a 
siniiliar  mode  of  treatment  is  adopted  by  J.  &  Mill  (**  Prbiciples»'' 
bk.  iii ,  c  xir.  \,  The  question  is  treated  of  at  considerable  length 
by  Professor  Lexis  (Sclidnberg*s  Handbnch,  pp.  535-540),  who, 
while  stating  the  theoretical  \iew  of  the  indentity  of  prodiietiofi 
and  demand,  contends  that  under  existing  comlitions  and  modes  of 
production,  general  over-production  can  occur.  Then  will  be  a 
crisis  attended  with  ever>'  circumstance  of  distress  and  misery.  It  ' 
should,  however,  be  noticed  that  he  does  not  treat  over-prodaction 
as  the  cause  of  the  crisis,  but  the  circumstances  of  competitkNi 
where  some  commodities  cannot  be  sold  at  a  remunerative  priee. 
The  producers  of  these  being  then  unable  to  buy  the  commodities 
produced  with  regard  to  their  demands,  the  mischief  may  spread, 
and  many  may  be  unable  to  obtain  goods  which  they  demand  until 
they  sell  their  stocks  at  similiar  onremunerative  prices.  Then 
people  will  hesitate,  and  a  period  of  insecurity  will  ensue. 

The  real  cause  is,  of  course,  an  initial  over-production  of  oertain 
commodities,  which,  if  sufficiently  great  in  amount,  will  so  bring 
it  about  that  the  mass  of  other  commodities  produced  will  be  too 
great.  It  is  a  case  of  wrong  production,  ooessioning  an  alteration 
in  the  conditions  of  industry.  • 

As  such,  it  does  not  invalidate  the  theory  stated  by  Ricardo, 
though  it  may  lead  us  to  distinguish  more  carefolly  between  theory 
and  practical  conditions.] 

*  [Blc.  L  G.  xi,  p.  60  h] 
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1^  Nature  then  hat  neoeMarily  limited  the  amount  of  capHal 
I  which  can  at  any  one  time  be  profitably  engaged  in  agri- 
cultare.  but  she  hat  placed  no  limits  to  the  amount  of 
capital  that  maj  be  employed  in  procuring  ''the  con- 
Teniences  and  ornaments "  of  life.  To  procure  these 
gratifications  in  the  greatest  abundance  is  the  object  in 
Tiew,  and  it  is  only  because  foreign  trade,  or  the  carrying 
trade,  will  accomplish  it  better,  that  men  engage  in  them 
in  preference  to  manufacturing  the  commodities  required, 
or  a  substitute  for  them,  at  home.  If,  however,  from 
peculiar  circumstances,  we  were  precluded  from  engaging 
capital  in  foreign  trade,  or  in  the  carrying  trade,  we  should, 
though  with  less  adrantage,  employ  it  at  home  ;_and  while 
there  is_no  limit  to  the  desire  of  "  conreniences,  ornaments 
of  building,  dress,  equipage,  and  household  furniture,"^ 
there  can  be  no  limit  to  the  capital  that  may  be  implored 
JB  procuring  them,"eicept  that  which  bounds  our  power  to 
maintain  the  workmen  who  are  to  produce  them. 

Adam  Smith,  howerer,  speaks  of  the  carrying  trade  *  as 
one,  not  of  choice,  but  of  necessity ;  as  if  the  capital  en- 
gaged  in  it  would  be  inert  if  not  so  employed,  as  if  the 
capital  in  the  home  trade  could  orerflow,  if  not  confined 
to  a  limited  amount.  He  says,  "  When  the  capital  stock 
^,  of  any  country  is  increased  to  such  a  degree,  tkai  ii  eannoi 
;  J  &•  oZf  ewtployed  in  supplying  ik€  eamumption,  and  $uppwrixng 
tts  productive  lahanr  of  tkai  particular  country,  the  surplus 
part  of  it  naturally  disgorges  itself  into  the  carrying  trade, 
and  is  employed  in  performing  the  same  offices  to  other 
eountries.**  * 

''About  ninety-six  thousand  hogsheads  of  tobacco  are 

*  [For  an  ertimale  as  to  prsssnt  extent  of  the  marine  earr>'iiig 
timde  wkieh  England  perfonns  for  foreign  nations,  R.  GilTsn, 
"EMajrs  in  rinanes,"  First  Seriss  (1886),  p.  151,  etc.;  Seeond 
Ssriss  (1887),  p.  m  tte. }  diseoMion  on  Mr.  Giilsa's  papv, 
•«8iat  8oe.  Jonmal,**  June,  1888,  pp^  884-888.] 

•  [Bk.  tt.,  e.  T.,  p.  188  k] 
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AoaumUj  purdiaied  witb  a  p»t  d  the  sujpltis  produce  of 
Britiih  LDdustrf.  But  the  demaod  of  Great  Britain  doei 
not  reqmre,  perhapft,  mora  tlun  fourr^ii  tliouaand*  If  Use 
rcsoainiDg  <dght/-two  thouttDd,  thci^fore,  couM  not  be 
tent  abroad  and  ^xckanfedfor  smnethin^  mon  in  demand  at 
h&m$,  tbo  itDpOTtation  of  tbem  would  oease  immedaitel^Tt 
and  wish  ii  ik*  ppodu^iv€  l&bcur  of  aU  ike  inhabiianU  of 
Grta4  BrUain^  who  arc  at  preMent  «niph}^d  in  preparing  tht  i 
goodg  Kith  vthich  ih€SA  eightif'two  thoumnd  kogtheadg  iif«  ' 
annuaUy  pMrcha»ed,^*  *  But  could  not  this  portion  of  the 
productiTe  labour  of  Oreat  Britain  be  employed  in  pre- 
paring some  other  ftort  of  g^KKla,  with  whicJi  flomething 
mone  in  denmnd  at  home  might  be  purchased  ?  Aud  if  it 
could  uott  mi^ht  we  not  emploj  this  product  ire  labour, 
though  with  less  adrantage,  in  making  those  goods  in 
demand  at  home,  or  at  least  some  substitute  for  them? 
If  we  wanted  velyets,  might  we  not  attempt  to  make 
velvets ;  and  if  we  could  not  succeed,  might  we  not  make 
more  cloth,  or  some  other  object  desirable  to  us  ? 

We  manufacture  commodities,  and  with  them  buj 
goods  abroad,  because  we  can  obtain  a  greater  quaatitj 
than  we  could  make  at  home.  Deprive  us  of  this  trade,  . 
and  we  immediately  manufacture  again  for  ouraelres. 
But  this  opinion  of  Adam  Smith  is  at  variance  with  all 
his  general  doctrines  on  this  subject.  "If  a  foreign 
country  can  supply  us  with  a  commodity  cheaper  than  we 
ourselves  can  make  it,  better  buy  it  of  them  with  some 
part  of  the  produce  of  our  own  industry,  employed  in  a 
way  in  which  we  have  some  advantage.  The  general  tn* 
diuiry  of  the  eaufUry  being  alv>ay$  in  proportion  io  tike 
capital  which  employe  U,  will  not  thereby  be  diminished,* 
but  only  left  to  find  out  the  way  in  which  it  can  be 
employed  with  the  greatest  advantage." ' 

«  [Bk.iL,c  v.,  p.  153  h] 

*  [A  sentence  not  pertinent  to  the  issue  is  here  omitted.]    ' 

*  [Bk.  iv.,  c.  ii.,  p.  186  a.] 
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Agftin.    **  Those,  therefore,  who  h&re  the  command  of 

more  food  than  thej  themeelves  can  consume,  are  always 

willing  to  exchange  the  snrplns,  or,  what  is  the  same 

thing,  the  price  of  it,  for  gratifications  of  another  kind. 

What  is  oTer  and  abore  satisf  jing  the  limited  desire,  is 

giTsn  for  the  amusement  of  those  desires  which  cannot  be 

satisfied,  but  seem  to  be  altogether  endless.    The  poor,  in 

order  to  obtain  food,  exert  themselTes  to  gratify  those 

fsncies  of  the  rich ;  and  to  obtain  it  more  certainlj,  they 

Tie  with  one  another  in  the  cheapness  and  perfection  of 

(their  work.    The  number  of  workmen  increases  with  the 

I  increasing  quantity  of  food,  or  with  the  growing  improTe- 

jment  and  cultiTation  of  the  lands;  and  as  the  nature  of 

their  business  admits  of  the  utmost  subdirisions  of  labours, 

(the  quantity  of  materials  which  thej  can  work  up  increases 

^in  a  much  greater  proportion  than  their  numbers.     Hence 

arises  a  demand  for  erery  sort  of  material  which  human 

iuTention  can  employ,  eiUier  usefully  or  ornamentally,  in 

building,  dress,  equipage,  or  household  furniture ;  for  the 

fossils  and  minerals  contained  in  the  bowels  of  the  earth, 

the  precious  metals,  and  the  precious  stones." ' 

,    ft  follows  then  from  these  admissions  that  there  is  no 

/  limit  to  demand — no  limit  to  the  employment  of  capital 

'wh!le'it''jriclds  any  profit,  and  that  howerer  abundant 

f  '€apiiaIlnay"\)eoomerthere~is  no  other  adequate  reason  for 

a  fall  of  profit  but  a  rise  of  wages,  and  further  it  may  be 

ladded,  that  the  only  adequate  and  permanent  cause  for  the 

rise  of  wages  is  the  increasing  difficulty  of  proriding  food 

and  necessaries  for  the  increasing  number  of  workmen* 

§  102.  Adam  Smith  has  justly  obserred,  that  it  is  ex- 
tremely difficult  to  determine  Uie  rate  of  the  profits  of 
stock.  **  Profit  is  so  fluctuating,  that  eren  in  a  particular 
timde,  and  much  more  in  timdes  in  general,  it  would  be 
diAeult  to  state  the  aTcrage  rate  of  it.  To  judge  of  what 
il  may  have  been  formerly,  or  in  remote  periods  of  tame, 
*  rBk.  L,  e.  xL.  pc  69  v.] 
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With  anj  degree  of  precLHioii  mutt  b€  altogether  Im* 
posaible/"  Yet  ainoe  it  is  endent  th&t  much  will  be 
giren  for  the  uae  vi  mooej,  wh^n  tuucli  caii  be  made  bjr 
it,  he  tuggests  that  "  the  mftrkel  r&ta  of  uitere&t  will  lead 
UA  to  form  some  notion  of  the  rate  of  profite,  and  the 
hiitorj  of  the  progreas  of  interest  afford  u»  that  of  the 
progrese  of  profits/'  ^  UDdoubtedlj  if  the  market  rate  of 
interett  could  be  aceuratel/  known  for  any  coufitder&ble 
period r  we  should  have  a  tolerably  correct  cnteriou,  bj 
vhich  to  estimate  the  progress  of  profits. 

But  iu  all  countries,  from  mistaken  notions  of  policy, 
the  State  has  interfemd  to  prevent  a  fair  and  free  market 
rate  of  interest,  by  imposing  heavy  and  ruinous  penalties 
ou  all  those  who  shall  take  more  than  the  rate  fixed  by 
law.  In  all  countries  probably  these  laws  are  eraded,  but 
records  give  us  little  information  on  this  head,  and  point 
out  rather  the  legal  and  fixed  rate,  than  the  market  rate 
of  interest.  During  the  present  war,  Exchequer  and  NaTj 
Bills  have  been  frequently  at  so  high  a  discount,  aa  to 
afford  the  purchasers  of  them  7,  8  per  cent.,  or  a  greater 
rate  of  interest  for  their  money.  Loans  have  been  raised 
by  Government  at  an  interest  exceeding  6  per  cent.,  and 
individuals  have  been  frequently  obliged,  by  indirect 
means,  to  pay  more  than  10  per  cent,  for  the  interest  of 
money ;  yet  during  this  same  period  the  legal  rate  of  in- 
terest has  been  imiformly  at  5  per  cent.  Little  dependence 
for  information  then  can  be  placed  on  that  which  is  the 
fixed  and  legal  rate  of  interest,  when  we  find  it  may  differ 
so  considerably  from  the  market  rate.  Adam  Smith  in- 
forms us,'  that  from  the  37th  of  Henry  VIII.  to  21st  of 
James  I.  10  per  cent,  continued  to  be  the  legal  rate  of  in- 
terest.   Soon  after  the  Bestoration,  it  was  reduced  to  6 

'  [Bk.  i.,  c.  ix.,  p.  37  a    This  is  hardly  a  quotation— rather  a 
paraphrase.] 
'  [The  same  may  he  said  as  ahove.    Bk.  L,  c.  ix.,  p.  37  al 
'  [Bk.  L,  c  ix.»  p.  37  a] 
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per  eent,  and  bjr  the  12th  of  Anne,  to  6  per  cent  He 
thinks  the  legal  rate  followed,  and  did  not  precede  the 
market  rate  of  interest.  Before  the  American  war,  OoTem- 
ment  borrowed  at  8  per  cent.,  and  the  people  of  credit  in 
the  capital,  and  in  many  other  parte  of  the  kingdom  at  8|, 
4,  and  4|  per  cent. 

S  108.  The  rate  of  interest,  though  ultimately  and  per- 
manently  goTeme31>y'the  rate  of  profit,  is  howerer  subject 
UTTraiporarjr  Tariations  from  other  okusesl'*  With  CTery 
•  fluctuation  in  the  quantity  and  value  of  money,  the  prices 
of  commodities  naturally  vary.  They  Tary  also,  as  we 
have  already  shown,  from  the  alteration  in  the  proportion 
of  eupply  to  demand,  although  there  should  not  be  either 
greater  facility  or  difficulty  of  production.  When  the 
market  prices  of  goods  fall  from  an  abundant  supply,  from 
a  diminished  demand,  or  from  a  rise  in  the  Talue  of  money, 
a  manufacturer  naturally  accumulates  an  unusual  quantity 
of  finished  goods,  being  unwilling  to  sell  them  at  rery 
depressed  prices.  To  meet  his  ordinary  payments,  for 
which  he  used  to  depend  on  the  sale  of  his  goods,  he  now 
endeaTours  to  borrow  on  credit,  and  is  often  obliged  to 
give  an  increased  rate  of  interest  This,  howcTcr,  is  but 
of  temporary  duration ;  for  either  the  manufacturer's  ex* 
pectations  were  well  grounded,  and  the  market  price  of  his 
commodities  rises,  or  he  discoTcrs  that  there  is  a  per- 
manently  diminished  demand,  and  he  no  longer  resists  the 
course  of  affairs :  prices  fall,  and  money  and  interest  regain 
their  real  Talue.  If  by  the  discoTcry  of  a  new  mine,  by 
the  abuses  of  banking,  or  by  any  other  cause,  the  quantity 
of  money  be  greatly  increased,  its  ultimate  effect  is  to  raise 
the  prices  of  commodities  in  proportion  to  the  increased 
quantity  of  money;  but  there  is  probably  always  an 
interral,  during  which  some  effect  is  produced  on  the  rste 
of  interest. 

The  price  of  funded  property  is  not  a  steady  criterion 
by  which  to  judge  of  the  rate  of  interest.    In  time  of  war. 
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tiM  tfodc  w&rktt  b  m  loaded  by  tilt  eo4itiiiti«l 
«f  0«ftmiaetil,  that  the  pnoo  ol  stodi  b&t  not  time  to 
crttle  ftt  iU  i«ir  Icrel,  brfort  »  new  op^mtion  of  funding 
UJktB  plftOi^  or  tl  u  &£«c(6d  bj  ftntkipMioii  of  political 
erciit&  la  tinte  of  pcftee,  on  tht  oontnrx,  the  apermtiotti 
of  the  imkiDg  ftiDdp  tike  imwilliiigDem*  wbit^  a  particular 
ck«i  of  pervooft  fe«l  to  diYvit  their  tundB  to  any  other 
emplo/meot  tluui  ib&l  to  mhlA  they  bare  bees  aocus^ 
tomed,  wtudi  tboy  tliink  accure,  ftud  in  wMch  tlicir  diTi- 
deods  are  paid  with  the  utmoat  regtdanty,  eleratea  the 
price  of  stock,  and  oonseqti^itl/  deprG««e«  the  rate  of 
mterett  on  them  teaintiet  bdow  the  general  market  rateu 
It  is  obaerraiie,  too,  that  for  different  iecuritics,  GoT^n< 
I  [-^ifM  ipery  di Cerent  rates  of  intert^s^t.     ^VbiUt  i^lOO 

capital  in  5  per  cent  stock  it  telling  for  X95,  an  exchequer 
bill  of  XIOO.  will  be  sometimes  selling  for  XlOO  Ss^  for 
which  exchequer  bill,  no  more  interest  will  be  annuallj 
paid  than  j£4  ll«.  3d.:  one  of  these  securities  pays  to  a 
purchaser  at  the  aboTC  prices,  an  interest  of  more  than 
5}  per  cent,  the  other  but  little  more  than  4^ ;  a  certain 
quantity  of  these  exchequer  bills  is  required  as  a  safe  and 
marketable  iuTestmeat for  bankers;  if  they  were  increased 
much  beyond  this  demand,  they  would   probably  be  as 
much  depreciated  as  the  5  per  cent  stock.    A  stock  pay- 
ing 3  per  cent  per  annum  will  always  sell  at  a  proportion* 
ally  greater  price  than  stock  paying  5  per  cent,  for  the 
capital  debt  of  neither  can  be  discharged  but  at  par,  or 
jCIOO  money  for  jQlOO  stock.    The  market  rate  of  interest 
may  fall  to  4  per  cent,  and  Gk>Temment  would  then  pay 
the  holder  of  5  per  cent  stock  at  par,  unless  he  consented 
to  take  4  per  cent  or  some  diminished  rate  of  interest 
under  5  per  cent :  they  would  hare  no  adTantage  from  ao 
paying  the  holder  of  3  per  cent,  stock,  till  the  market  rate 
of  interest  had  fallen  below  3  per  cent  per  annum.    To 
pay  the  interest  on  the  national  debt,  large  sums  of  money 
are  withdrawn  from  circulation  four  times  in  the  year  for 


«  few  daji*  lli€K  demand  A  for  mouej  being  only  tempo* 
imrj,  mldom.  alfect  prices ;  tbej  are  gsnemlly  iurmounted 
hf  tlic  pftjtneat  of  a  large  rate  of  interest*  ^ 

*  "  Atl  kind*  of  ptibtie  toanpi,^  obMrrf*  M.  S^y,  '*  ar«  aitccdeH 
with  Uiv  ineonvenience  of  withdrawing  capital,  or  p<irtmi  of 
capital r  from  piT>ductivQ  employ meatAt  to  devote  thtm  to  ooit«itnit>^ 
lioti ;  And  wKen  titey  take  place  in  %  c/auntry^  tAe  G<r9€rmmmt  ^ 
whkk  doe*  Hoi  irtfpirt  mttek  eot^fiifenct^  Uiej  b&te  ihe  further  in^ 
eofiTfiQi#nc#  fif  raiftioK  ths  ifit«rcftt  of  capital.     \Vlio  won  hi  Und  nt 
fi  p«r  «tat.  per  unnum  («»  ^riculttire,  to  tnanufactantn,  and  to 
•SSUMntt  wb«A  a  borrower  may  b«  found  reailj^  to  pay  an  ifit«rv»t 
fli  7  nr  i  ptr  cwnt.  T    That  iH>rt  of  inoome,  whkli  u  called  profit  fif 
•toek,  wiiold  rise  then  at  the  enpei^M  <d  the  eoimttmer    Cotwnnqv 
lion  would  be  reducerl  by  Uie  rima  in  the  |>Tic«of  produce  ;  aad  tlie 
other  prodoetive  BerTicet  would  be  Ittm  in  demand,  lem  well  paiiL 
The  whole  nation.  capitaliiU  exeapta^K  would  be  the  nuflerem  irvm 
«uch  a  *lateo(  Ihinipi/*    [Hk.  iii.,  e.  ix.,  vol.  ti,,  p.  360,  Ihid  rd,] 
To  ihe  queataon :  /'  Wlia  woald  lend  money  U*  faniiere,  uiaiitt* 
iictttrens  and  tnerchanta,  al  5  per  ci^nt^  |ier  annum,  when  anollier 
borrowerp  having  little  crvdit,  would  pve  7  or  S ! "    I  reply,  thai 
tv«ry  prudent  and  reafonahle  man  would.    Because  the  rate  of  in- 
terest b  7  or  $  per  eenL   thor*,  wherv  Uie  tender  run*  exinor^ 
dinary  rink,  U  thii  any  rea«oD  Uiat  it  idiould  be  equally  hi|;li 
In  ihomm  places  where  they  are  »ecu  reil  from  su^h  ruik>  ?    M.  Say 
allows,  that  the  rate  of  Int^re^t  deprOfU  on  llie  rate  of  pro5U ;  but 
It  doen  not  therefore  follow,  that  the  rate  of  prolitA  d«p«ndA  on  the 
taia  of  iatereiit.    Ono  is  the  cauae«  the  other  the  effect,  and  it  ii 
lipowibli  tor  any  eireainataiiiMi  lo  malia  them  tihaAge  p)ae«b 


CHAPTER   XXII.— BOUNTIES   ON  EXPOR- 
TATION, AND    PROHIBITIONS 
OP  IMPORTATION. 

§  104. 
A    BOTTKTT  <m  the  exportation  of  com  tonds  to  lower 
^*'  it«  price  to  the  foreign  eomumer,  but  it  ha«  no  per* 
manent  effect  on  its  price  in  the  home  market 

Suppose  that  to  afford  the  usual  and  general  profits  of 
stock,  the  price  of  com  should  in  England  be  £4  per 
quarter ;  it  could  not  then  be  exported  to  foreign  coun- 
tries where  it  sold  for  £3  15«.  per  quarter.  But  if  a 
bountj  of  10«.  per  quarter  were  given  on  exportation,  it 
could  be  sold  in  the  foreign  market  at  £3  lOf.,  and  conse- 
quentlj  the  same  profit  would  be  afforded  to  the  corn 
grower,  whether  he  sold  it  at  £S  lOf.  in  the  foreign,  or  at 
j£4  in  the  home  market 

A  bountj  then,  which  should  lower  the  price  of  British 
com  in  the  foreign  country,  below  the  cost  of  producing 
com  in  that  country,  would  naturallj  extend  the  demand 
for  British,  and  diminish  the  demand  for  their  own  com. 
This  extension  of  demand  for  British  com  could  not  fail 
to  raise  its  price  for  a  time  in  the  home  market  and 
during  that  time  to  prevent  also  its  falling  so  low  in  the 
foreign  market  as  the  boimtj  has  a  tendency  to  effect 
But  the  causes  which  would  thus  operate  on  the  market 
price  of  com  in  England  would  produce  no  effect  what* 
ever  on  its  natural  price,  or  its  real  cost  of  production.  To 
grow  com  would  neither  require  more  labour  nor  more 
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oupital,*  and«  oontequentlj^  if  the  profits  of  the  farmer's 
■lock  were  before  o&lj  equal  to  the  profits  of  the  stock  of 
other  traders,  they  will,  after  the  rise  of  price,  be  consider- 
ably aboTo  them.  Bj  raising  the  profits  of  the  farmer's 
stock,  the  bountj  will  operate  as  an  encouragement  to 
agriculture,  and  capital  will  be  drawn  from  manufiu^ures 
to  be  emplojed  on  the  Und,  till  the  enlarged  demand  for 
the  foreign  market  has  been  supplied,  when  the  price  of 
com  wiU  again  fall  in  the  home  market  to  its  natural  and 
necessary  price,  and  profits  will  be  again  at  their  ordinary 
and  accustomed  lereL  The  increased  supply  of  grain 
operating  on  the  foreign  market,  wiQ  also  lower  its  price 
in  the  country  to  which  it  is  exported,  and  wiU  thereby  re- 
strict the  profits  of  the  exporter  to  the  lowest  rate  at  which 
he  can  afford  to  trade. 

Tlie  ultimate  effect  then  of  a  bounty  on  the  exportadoQ 
of  com,  is  not  to  raise  or  to  lower  the  price  in  the  hom^ 
market,  but  to  lower  the  price  of  com  to  the  foreign  con- 
sumer— to  the  whole  extent  of  the  bounty,  if  the  price  of 
com  had  not  before  been  lower  in  the  foreign,  than  in  the 
home  market^and  in  a  less  degree,  if  the  price  in  the 
home  had  been  aboTC  the  price  iu  the  foreign  market. 

A  writer  in  the  fifth  toI.  of  the  Edinburgh  Beriew,' 
on  the  subject  of  a  bounty  on  the  exportation  of  com,  hM 
rery  clearly  pointed  out  its  effects  on  the  foreign  and 
home  demand.  He  has  also  justly  remarked,  that  it  wouM 
not  fiul  to  g^Te  encouragement  to  agriculture  in  the  export- 
ing country ;  but  he  appears  to  hare  imbibed  the  common 
.  error  whidi  has  misled  Dr.  Smith,  and,  I  belicTe,  most 
other  writers  on  this  subject  He  supposes,  because  the 
price  of  com  ultimately  regulates  wagre.  that  therefore  it 
will  regulate  the  price  of  all  other  commodities.     He  sayi 

'  [Bat  for  proriso  oiaitled  here  tee  end  of  paragraph  (pw  888),  m 
abo  f  l(m.  The  price  of  corn  will  be  regulated  by  that  jfndmtU 
■ader  BMre  aafavoarabU  eondltioae.] 

•  (Oelobor,  1804.] 
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tliat  the  bounty^  "  hj  ndsing  the  profits  of  farming,  will 
operate  as  an  encouragement  to  husbandly ;  bj  raising  the 
price  of  com  to  the  consumers  at  home,  it  will  diminish 
for  the  time  their  power  of  purchasing  this  necessary  of 
life,  and  thus  abridge  their  real  wealtji.  It  is  endent, 
however,  that  this  last  effect  must  be  tempoiaiy:  the 
wages  of  the  labouring  consumers  had  been  adjusted 
before  hj  competition,  and  the  same  principle  will  adjust 
them  again  to  the  same  rate,  by  raising  the  money  price  of 
labour,  and^  ikrough  {hoi,  of  other  ecmimodiiieBt  iotke  mmuj^ 
jprice  of  com.  Tlie  bounty  upon  exportation,  therefore^ 
will  ultimately  raise  the  money  price  of  com  in  the  home 
market ;  not  directly,  howcTcr,  but  through  the  medium  of 
an  extended  demand  in  the  foreign  market,  and  a  conse- 
quent enhancement  of  the  real  price  at  home :  and  this  rite 
of  the  money  price,  when  U  hae  once  been  eommwUeaied  to 
other  commodities,  will  of  couree  become  fixed** 

If,  howcTer,  I  have  succeeded  in  showing  that  it  is  not 
the  rise  in  the  money  wages  of  labour  which  raises  the 
price  of  commodities,  but  that  such  rise  always  affects 
profits,  it  will  follow  that  the  prices  of  commodities  would 
not  rise  in  consequence  of  a  bounty.  ^ 

But  a  temporary  rise  in  the  price  of  com,  produced  by 
an  increased  demand  from  abroad,  would  hare  no  effect  on 
the  monej  price  of  labour.  The  rise  of  com  is  occasioned 
by  a  competition  for  that  supply  which  was  before  exdu- 
siTely  appropriated  to  the  home  market.  By  raising  profits, 
additional  capital  is  employed  in  agriculture,  and  the  in- 
creased supply  is  obtained ;  but  till  it  be  obtained,  the  high 
price  is  absolutely  necessary  to  proportion  the  coDsump* 
tion  to  the  supply,  which  would  be  counteracted  by  a  rise 
of  wages.  The  rise  of  com  is  the  consequence  of  its  scar- 
city, and  is  the  means  by  which  .the  demand  of  the  home 
piirchasers  is  diminished.    If  wages  were  increased,  the 

*[*J  16-18.]    . 
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competition  wotiM  mcre&ae,  and  a  farther  riee  of  the  price 
of  com  woidd  become  neceitarj*  In  this  account  of  the 
effects  of  a  boutitj,  aothing  has  been  supposed  to  occur  to 
mise  tlie  natural  price  of  com,  by  which  its  market  price 
is  ultimately  governed  ;  for  it  has  not  been  supposed,  that 
any  additional  labour  would  be  required  on  the  land  lo  In* 
sure  a  giren  productioot  and  this  alone  can  raise  its  natuj^ 
price.  If  the  natural  price  of  doth  were  20f.  per  yard,  a 
great  incresse  in  the  foreign  demand  might  raise  the  price 
to  26«.t  or  moret  but  the  profits  which  would  then  be  made 
by  the  etothier  would  not  fail  to  attract  capital  in  that 
directioa,  and  although  the  demand  should  be  doubled, 
trebled,  or  quadrupled,  the  supply  would  ultimately  bo 
obtaioed,  and  doth  would  £sU  to  its  natuml  price  of  20$, 
So,  io  the  supply  of  com,  although  we  should  export  2,  S* 
or  800,000  quarters  annually,  it  would  ultimately  be  pro- 
duced at  its  natural  pnee,  which  nerer  raries,  unless  a  dif* 
ferent  quantity  of    lalxmr    becomes    necessary  to    pro- 

dttCtlOD. 

§  105*  Perhaps  in  no  part  of  Adam  Smithes  justly  eete- 
bimted  work,  are  his  conclusions  more  liable  to  objection, 
thaii  in  the  chapter  on  bounties.'     In  the  first  plaosb  he 

*  [In  ttti*  and  tlkt  foUowing  nsctton*  Rkartlo  ctsvot««  bimscif  t« 
ihji  rritidsm  of  BtttiiliV  c<ifie]ii«iotiii  sji  U>  baiiati<&  H«  b  hanlly 
fofttLR&t«  io  his  ftttstnpt  io  proHCfil  the  vi«wi  oi  BmiUi,  keen 
idgKi«<l  though  hin  rritirutiti  timy  *«■  Rf-r-^^h  eonJ^rfnnril  ^^-?t*;.-i 
altogether  (bk.  iv.,  c.  t. >.  On  pi  Itlv  D,  ne  suuss  ius  ooncianoiw  w 
follows :  ''Boanties  npoo  the  exportation  ai  aay  home-msds 
eommodity  are  liable, 

*'Pln*,  to  thai  general  objeetioo  which  may  bs  mads  to  all  the 
diflSwent  sxpsdisnis  of  the  msreantile  system ;  ths  objeetioo  of 
forciag  some  part  of  the  eoimtry  into  a  ehaaael  Isis  advaBtsgeoos 
tlMB  thai  in  which  it  woald  ron  of  its  own  seeord.  •  .  . 

*'8seoiMily,  to  ths  particular  objeetioo  of  forciag  not  only  into  a 
fhsonsl  thai  k  Ism  advaatageoos,  hot  into  ooe  thai  is  sdaslly 
dkadTantsgeoos ;  the  trade  which  cannot  bs  carried  on  hot  Vf 
■Mans  of  a  booaty  belBg  nsesHarily  a  loosing  tradsu" 

Tliiidly,  **Thebo«alynpoQthesxpoftaliooof  eonisttsUste 
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ip6«]a  of  ooni  w  of  n  oommoditj  of  wMch  Ui«  prodactioii 
^eftUKit  bt  ioereued,  m  oons^aqueooe  of  e  bountj  on  eipor* 
t&ti€4k;  lie  fttppotett  tnrftri&bl/,  that  it  acta  onljr  on  the 
qomntit^  aciimllj  produc^ed.  &ad  ii  no  stimulus  to  further 
production.  **  1q  ^^ears  of  plenty/'  ho  ftays,  "  by  occa^on- 
mg  an  estnordiiiAiy  ezport&tioxip  it  necess&rily  keeps  up 
tlie  pfiot  oi  oom  in  the  home  nurkei  aJbove  what  it  wotild 
oatmmlljr  fftll  ta  In  years  of  scarcity,  though  the  bounty 
11  beqitteiitly  tuspecided,  yet  the  great  exportation  which 
it  oecAiaoni  in  years  of  ple&ty.  must  frequently  hinderp 
moftft  or  le«St  the  plenty  of  one  year  from  reliering  the 
scarcity  of  another*  Both  in  the  years  of  plenty  and  in 
years  of  scamty,  therefore,  the  bounty  necessaiily  tends  to 
raise  the  iDoney  price  of  com  somewhat  higher  than  it 
otherwise  would  be  in  the  home  market.'*' 

this  further  objection,  that  it  can  in  no  respect  promote  the  railing 
of  that  particular  commodity  of  which  it  was  meant  to  eneonrsge 
the  production.  ** 

Fourthly,  "  By  lowering  somewhat  the  real  value  of  silver^  th^' 
(i.#.,  thoee  imposing  bounty,  the  country  gentlemen)  "discouraged 
in  8ome  degree  the  general  industry  of  the  country." 

Fifthly,  "Instead  of  advancing  retarded  more  or  less  the  im- 
provement of  their  own  landa."  In  his  criticism  lUcardo  psnscs 
over  the  two  first-mentioned  disadvantsges,  though  he  might  have 
pointed  out  that  any  trade  which  did  not  yield  the  average  rate  of 
profit  and  wage  might  be  called  a  losing  one.  The  third  he  ex* 
pands  into  two,  and  treats  of  §§  105,  106 ;  the  fourth  occupies 
S  107,  and  the  fifth  §  108.  The  first  objection  here  stated  is  that 
wliich  he  has  urged  before  with  reference  to  the  attribution  to 
com  of  a  special  "real  value."  "The  nature  of  things,"  says 
Adaiii  Smith,  "  has  stamped  upon  com  a  real  value."  In  fine. 
Smith  draws  no  distinction  between  "final  utility"  and  ''total 
utility. "  Ricardo,  in  the  present  chapter,  is  considering  the  former 
as  alone  of  importance.  ] 

*  [This  quotation  is  not  verbally  accurate.  Bk.  iv.,  c  v.,  p.  906  b.] 

In  another  place  he  says,  that  "whatever  extension  of  the 
foreign  market  can  be  occasioned  by  the  bounty,  must,  in  every 
particular  year,  be  altogether  at  the  expense  of  the  home  market ; 
as  every  bushel  of  com  which  is  exported  by  means  of  the  bounty, 
and  which  would  not  have  been  exported  without  the  bounty. 

V 
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AdAm  Smith  mppmn  to  have  been  fully  aware,  that  the 
correctoeM  of  hit  argument  entiielj  depended  on  the  fact, 
whether  the  increaee  ^  of  the  money  price  of  com,  bj  xen- 
dering  that  commodity  more  profitable  to  the  farmer, 
would  not  neceeaarily  encourage  ite  production*** 

**  I  anfwer,**  he  layt,  *«  that  thie  might  be  the  caie,  if 
the  effect  of  the  bounty  was  to  raiae  the  real  price  of  com, 
er  to  enable  the  fiurmer,  with  an  equal  quantity  of  it,  to 
i^;«i»^;wi  ^  greater  number  of  labourers  in  the  same  man- 
MTf  whether  liberal,  moderate,  or  scanty,  as  other  labourers 
are  commonly  maintained  in  his  neighbourhood.*' ' 

If  nothing  were  consumed  by  the  labourer  but  com,  and 
if  the  portion  which  he  receiTed  was  the  TCiy  lowest  which 
his  sustenance  required,  there  might  be  some  ground  for 

wo«kl  have  remained  in  the  home  market  to  increaee  the  con- 
■empiion,  and  to  lower  the  priee  d  that  commodity.  The  oorn 
boeaty,  it  is  to  be  obaerred,  as  well  as  evory  other  bounty  npon 
esportatien,  impoaea  two  differeat  taxea  npoo  the  people  :  Arat, 
the  tax  which  they  are  obliged  to  contribttte,  in  order  to  pay  the 
boeaty  i  and,  •eeondly,  the  tax  which  ariaea  from  the  advanced 
price  oi  the  commodity  in  the  home  market,  and  which,  aa  the 
whole  body  oi  the  people  are  porchaaeri  ci  com,  moat,  in  this 
partieolar  coounodity,  be  paid  by  the  whole  body  of  the  people. 
In  thia  particnlar  commodity,  therefore,  thia  aecond  tax  ia  by 
meeh  the  heaTieat  d  the  two.**  •*  For  erery  five  ehillinga,  there- 
fbfe,  which  they  contribute  to  the  payment  d  the  firrt  tax,  they 
mast  eootribttte  six  pounds  four  shillinga  to  the  payment  d  the 
aeeood.**  "The  extraordinary  exportation  d  com,  therefore, 
eecesioned  by  the  bounty,  not  only  in  every  particular  year 
diminishes  the  hooM,  just  as  maeh  as  it  extends  the  foreign 
aMrket  and  conaumptioo ;  but,  by  restraining  the  population  and 
iadnstry  d  the  country,  its  final  tendency  is  to  stunt  and  restrain 
the  gradual  extensioo  d  the  home  market,  and  thereby,  in  the 
leag  run,  rather  to  diminiah  than  to  angUMnt  the  whole  HMrket 
and  cooaumplioB  d  com.**    [Bk.  ir.,  c  v.,  p  907  a,  h] 

«  [To  make  Adam  Sodth's  meaning  clearer,  it  ia  well  to  add  the 
next  seetenees.  "  But  neither  the  bounty,  nor  any  other  hmmam 
iMtitutioa,  can  have  any  sueh  efleek  It  is  not  the  real  but  the 
price  d  eoni  whieh  can  in  any  considerable  degree  be 
H^thebeuBty."    Bk.  iv.,  c  v.,  p^  907  h] 
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ituppofting,  ih&t  the  qu&tititj  jttid  to  the  IftboUiH'  ootdd, 
nihder  do  circamstuicies,  be  redoeed* — Irai  ih§mtmeywn^e§ 
of  Ubovr  aots^etane*  do  doI  riie  at  alL  asd  uerer  n«e  tii  po^ 
portion  to  th«  Hm  Id  the  mociejr  price  of  oom, 
though  an  important  pATt^  it  onlj  a  part  of  thio 
tioQ  of  the  labourer.  If  half  him  wa^a  w«re  expeiided  on 
corn,  asd  tht  other  half  <m  soap,  €aodle««  fa^l,  tea,  tugar, 
«dot]ui|g,etc.t  eomitiDdJli^a  on  wMch  no  me  is  supposed  to 
take  pIaoe»  It  is  evident  that  he  would  be  quit«  as  well  paid 
with  a  bushel  and  a  half  of  wheat,  when  it  was  16«.  a 
buah^,  aa  he  was  with  two  bufihels,  when  the  piice  wms  8f* 
per  bushel ;  or  with  24*.  in  money,  as  he  was  befone  with 
16«.  His  wages  would  rise  only  50  per  cent  though  oom 
rose  100  per  cent;  and,  consequently,  there  would  be 
sufficient  motive  to  dirert  more  capital  to  the  land,  if 
profits  on  other  trades  continued  the  same  as  before.  But 
such  a  rise  of  wages  would  also  induce  maniifiaetorers 
to  withdraw  their  capitals  from  manufactures^  to  employ 
them  on  the  land ;  for  whilst  the  &nner  increased  the 
price  of  his  commodity  100  per  cent,  and  bis  wages  only 
50  per  cent,  the  manufacturer  would  be  obliged  also  to 
raise  wages  50  per  cent.,  whilst  he  had  no  compenaation 
whaterer,  in  the  rise  of  his  manufactured  commodity,  for 
this  increased  charge  of  production;  capital  would  con- 
sequently  flow  from  manufactures  to  agriculture,  till  the 
supply  would  again  lower  the  price  of  com  to  8t.  per 
bushel,  and  wages  to  16s.  per  week ;  when  the  manufac- 
turer would  obtain  the  same  profits  as  the  farmer,  and  the 
tide  of  capital  would  cease  to  set  in  either  direction.  This 
is  in  fact  the  mode  in  which  the  cultiyation  of  com  is 
always  extended,  and  the  increased  wants  of  the  market 
supplied.  The  funds  for  the  maintenance  of  labour 
increase,  and  wages  are  raised.  The  comfortable  situation 
of  the  labourer  induces  him  to  marry — population  increasea, 
and  the  demand  for  com  raises  its  price  relatiTely  to  other 
things — ^more  capital  is  profitably  employed  on  agricoltare* 
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and  oontinuM  to  flow  towards  it»  till  the  lupplj  is  equal  to 
the  demand*  when  the  price  again  falls,  and  agricultural 
and  mannfactoring  profits  are  again  brought  to  a  lereL 

But  whether  wages  were  stationary  after  the  rise  in  the 
price  of  com,  or  adranced  moderatelj,  or  enormouslj,  is 
of  no  importance  to  this  question,  for  wages  are  paid  bj 
the  manufacturer  as  well  as  bjr  the  farmer,  and,  therefore, 
in  this  respect  thej  must  be  equally  affected  b j  a  rise  in  the 
price  of  com*  But  thej  are  unequally  affected  in  their 
profits,  inasmuch  as  the  farmer  sells  his  commodity  at  an 
adTanced  price,  while  the  manufacturer  sells  his  for  the 
same  price  as  before.  It  is,  howerer,  the  inequality  of 
profit,  which  is  always  the  inducement  to  remoTC  capital 
from  one  employment  to  another;  and,  therefore,  more 
com  would  be  produced,  and  fewer  commodities  manu- 
factured. Manufactures  would  not  rise,  because  fewer 
irould  be  manufactured,  for  a  supply  of  them  would  be 
obtained  in  exchange  for  the  exported  com. 

A  bounty,  if  it  raises  the  price  of  com,  either  raises  it 
in  comparison  with  the  price  of  other  commodities,  or  it 
does  not.  If  the  afl&rmatiTebe  true,  it  is  imposible  to  deny 
the  greater  profits  of  the  farmer,  and  the  temptation  to 
the  remoTal  of  capital,  till  its  price  is  again  lowered  by 
an  abundant  supply.  If  it  does  not  raise  it  in  comparison 
with  other  commodities,  where  is  the  injury  to  the  home 
consumer,  beyond  the  inconrenience  of  paying  the  taxP 
If  the  manufiLCturer  pays  a  greater  price  for  his  com,  he 
is  compensated  by  the  greater  price  at  which  he  sells  his 
commodity,  with  which  his  com  is  ultimately  purchased. 

S  106.  The  error  of  Adam  Smith  proceeds  precisely  from 
the  same  source  as  that  of  the  writer  in  the  Edinburgh 
Beriew ;  for  they  both  think  "  that  the  money  price  of 
com  regulates  that  of  all  other  home-made  commodities.^ ' 
"It  regulates,"  says  Adam  Smith,  "the  money  price  of 

•  The  tame  epiaioo  k  htid  by  M.  Bay.    r  Eeoa.  FoL**]  Vol  ii. 
pi  9Hk 
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labouTf  wbieb   must  alwftjs  be   sucb  a«   to  etmble    tbe 
labourer  to  purcbose  a  quaotitr  of  com  eulSneait  to  uma* 
tain  bim  and  bis  famiij,  eitber  in  tbe  liberal «  niodei^&t^» 
or  icanij  manjier,  in  wbicb  the  advancing,  statioBarf.  ot 
declioi&g  circumitancei  of  the  Bocietj"  oblige  bis  employ tn    % 
to  maintain  bim.     Bj  reguLating  the  tnonej  priee  of  all 
tbe  other  partt  of  the  rude  produce  of  land,  it  reg^ulat^ 
that  of  tbe  materials  of  almost  all  manufactures.     H}^  re- 
gulating tbe  monej  price  of  labour,  it  n;gulat^fl  tb&t  cif 
iiuuiufActtirJiig  art  and  mdustrj ;  and  by  regulatiiig  botb,      | 
it  regulates  that  of  tbe  complete  manufacture.    The  mon€if 
price  of  labour^  and  of  every  thin^  thai  is  iKe  produce  eUk£f 
«/  land  or  iahour^  muH  neceMgarily  rUe  or  faU  In  pt^por^     | 
iion  tc  the  moiicif  price  of  cornJ^  * 

This  opinion  of  Adam  Smith,  I  have  before  attempted 
to  refute/  In  considering  a  rise  in  tbe  price  of  commo- 
dities as  a  necessary  consequence  of  a  rise  in  the  price  of 
com,  be  reasons  as  though  there  were  no  other  fund  from 
which  tbe  increased  charge  could  be  paid.  He  has  whoUj 
neglected  the  consideration  of  profits,  the  diminution  of 
which  forms  that  fund,  without  raising  the  price  of  com- 
modities. If  this  opinion  of  Dr.  Smith  were  well  founded, 
profits  could  never  really  fall,  whatever  accumulation  of  * 
capital  there  might  be.  If,  when  wages  rose,  the  &rmer 
could  raise  tbe  price  of  his  com,  and  the  clothier,  tbe 
hatter,  the  shoemaker,  and  every  other  manufacturer, 
could  also  raise  the  price  of  their  goods  in  proportion  to 
tbe  advance,  although  estimated  in  money  they  might  be 
all  raised,  they  would  continue  to  bear  the  same  value  xelft- 
tively  to  each  other.  Each  of  these  trades  could  command 
the  same  quantity  as  before  of  the  goods  of  the  others, 
which,  since  it  is  goods,  and  not  money,  which  constitute 
wealth,  is  the  only  circumstance  that  could  be  of  impor« 
tance  to  them ;  and  the  whole  rise  in  the  price  of  raw 

*  [A  paragraph  is  omitted  in  tbe  middle  of  this  quotation.  Bk. 
iv.,  c  v.,  pp.  207  b,  906  a.]  *  [P.  151.] 
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pvodnoe  and  of  goocU»  would  be  injurious  to  no  other* 
penone  but  to  thoee  whoee  propertj  oonsieted  of  gold  and 
ailTer,  or  wboee  annual  income  waa  paid  in  a  contributed 
quantity  of  thoee  metala,  whether  in  the  form  of  bullion 
or  of  monej.  Suppoee  the  uie  of  money  to  be  wholly  laid 
aaide»andall  trade  to  be  carried  on  b  J  barter.  Under  such 
eixcumttancee,  could  com  riee  in  exchangeable  Talue  with 
other  things  P  If  it  could»  then  it  is  not  true  that  the 
Talue  of  com  regulates  the  Talue  of  all  other  commodities; 
for  to  do  that,  it  should  not  Tary  in  relatiTe  Talue  to  them. 
If  it  could  not*  then  it  must  be  maintained,  that  whether 
com  be  obtained  on  rich,  or  on  poor  land,  with  much  la- 
bour, or  with  little,  with  the  aid  of  machinery,  or  without, 
it  would  always  exchange  for  an  equal  quantity  of  all  other 
commodities* 

I  cannot,  howcTcr,  but  remark  that,  though  Adam 
Smith's  general  doctrines  correspond  with  this  which  I 
haTc  just  quoted,  yet  in  one  part  of  his  work  he  appears 
to  haTc  giTcn  a  correct  account  of  the  nature  of  value. 
**  The  proportion  between  the  Talue  of  gold  and  silTcr,  and 
that  of  goods  of  any  other  kind,  dbpbvds  iv  all  casss," 
he  says,  **upim  tks  proparium  h^iween  ike  quatUityof  labowr 
wkiek  is  luessMry  in  order  to  l>rimg  a  certain  quantiiy  of  gold 
mmd  eileer  to  marheit  oimI  thai  wkick  ie  neceeeary  to  Mng 
ikiiher  a  eerUUn  ^uaniUy  of  any  oiker  eori  ofgoode** '  Does 
he  not  here  fully  acknowledge  that  if  any  increase  takes 
place  in  the  quantity  of  labour  required  to  bring  one  sort 
of  goods  to  market,  whilst  no  such  increase  takes  place  in"* 
bringing  another  sort  thither,  the  first  sort  will  rise  in 
relatiTe  Talue.  If  no  more  labour  than  before  be  required 
to  bring  either  cloth  or  gold  to  market,  they  will  not  Tary 
in  relatiTe  Talue,  but  if  more  labour  be  required  to  bring 
com  and  shoes  to  market,  will  not  com  and  shoes  rise  in 
Talue  relatiTely  to  cloth,  and  money  made  of  goldP 

>  [TUB  qnotatioo  k  slUptieaL      The  part  omittwl  doss  aot. 
hewever,  alleet  tU  argamsot.    Bk.  a,  e.  a,  p.  115  a.] 
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§  1D7*  Adam  Bimiii  again  considers  tliAt  the  elTect  of 
the  boufit7  it  to  ca\i»e  a  partial  degradati<m  in  the  vmloe  el 
monej.  "  That  degradatioiip*'  sajm  Ke,  "  id  the  ralae  of 
ftilTer,  which  it  the  effect  of  th^  fertilitj  of  the  minea^  and 
which  operates  equally,  or  rerj  nearly  eqiaaUy,  thjtiugh 
the  greater  part  of  the  ootzunercial  world,  is  a  matter  of 
Tery  UtUe  ooniequeace  to  any  particular  couatry.  The  I 
con  sequent  rise  of  aU  money  price«p  though  it  does  not 
make  those  who  receiTe  them  really  richer,  does  not  make 
them  really  poorer*  A  serrice  of  plate  becomes  really  ■ 
cheaper,  and  ewerj  thing  elae  remains  precisely  of  the  ' 
same  real  ralue  as  before/'  >  This  obserration  ia  most 
oorrect, 

*'But  that  df^^radation  in  the  value  of  silrer,  which 
being  the  effect  either  of  the  peculiar  lituataon,  or  of  the 
political  institutions  of  a  particular  country,  takes  place 
only  in  that  country,  is  a  matter  of  very  great  consequence, 
which,  far  from  tending  to  make  any  body  really  richer, 
tends  to  make  OTery  body  really  poorer.  The  rise  in  the 
money  price  of  all  commodities,  which  is  in  this  case  pe- 
culiar to  that  country,  tends  to  discourage  more  or  leas 
every  sort  of  industxj  which  is  carried  on  within  it,  and  to 
enable  foreign  nations,  by  furnishing  almost  all  sorts  of 
goods  for  a  smaller  quantity  of  silrer  than  its  own  work* 
men  can  afford  to  do,  to  imdersell  them,  not  only  in  the 
foreign,  but  even  in  the  home  market.'* ' 

I  have  elsewhere  *  attempted  to  show  that  a  partial  d^;ra- 
dation  in  the  value  of  money,  which  shall  affect  both 
agricultural  produce,  and  manufactured  commoditiea, 
cannot  possibly  be  permanent.  To  say  that  money  is 
partially  degraded,  in  this  sense,  is  to  say  that  all  com- 
modities are  at  a  high  price ;  but  while  gold  and  silver  are 
at  liberty  to  make  purchases  in  the  cheapest  market,  they 
will  be  exported  for  the  cheaper  goods  of  other  oountriea, 

•  [Bk.  iv.,  c.  v.,  p.  208  a]  •  [P.  IMl] 
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and  the  radiieta<m  of  their  quuititj,  will  incrotja  their 
▼aloe  fti  home ;  oonunoditiM  will  regain  their  usual  level, 
and  those  fitted  for  foreign  marketa  will  be  exported,  ae 
be£<we. 

▲  bountj,  thersfore,  cannot,  I  think,  be  objected  to  on 
this  ground. 

If  then,  a  bountj  raiiee  the  price  of  com  in  comparison 
with  all  other  things,  the  fanner  will  be  benefited,  and 
mors  land  will  be  cultiyated ;  but  if  the  bounty  do  not 
raise  the  value  of  com  reUtivelj  to  other  things,  then  no 
other  inconveoienee  will  attend  it,  than  that  of  pajing 
the  bountj;  one  which  I  neither  wish  to  conceal  nor 
underrate. 

S  106.  Dr.  Smith  states,  that  **hj  esUblishing  high 
duties  on  the  importation,  and  bounties  on  the  exporta- 
tion of  com,  the  countrj  gentlemen  seemed  to  haye 
imitated  the  conduct  of  the  manufacturers."  *  Bj  the 
same  means,  both  had  endeaToured  to  raise  the  ralue  of 
their  commodities.  "Thej  did  not,  perhaps,  attend  to 
the  great  and  essential  difference  which  nature  has  estab- 
lished between  com,  and  almost  ererj  other  sort  of  goods. 
When  bj  either  of  the  abore  means,  jou  enable  our 
manufacturers  to  sell  their  goods  for  somewhat  a  better 
price  than  thej  otherwise  could  get  for  them,  jou  raise 
not  only  the  nominal,  but  the  real  price  of  those  goods. 
Tou  increase  not  onlj  the  nominal,  but  the  real  profit, 
the  real  wealth  and  rcTenue  of  those  manufacturers — ^jou 
really  encourage  those  manufactures.  But  when,  by  the" 
like  institutions,  you  raise  the  nominal  or  money  price  of 
com,  you  do  not  raise  its  real  ralue,  you  do  not  increase 
the  real  wealth  of  our  farmers  or  country  gentlemen,  you 
do  not  encourage  the  growth  of  com.  The  nature  of 
things  has  stamped  upon  com  a  real  ralue  which  cannot 
be  altered  by  merely  altering  its  money  price.    Through 

<[Bk.ir.,e.r.,  pwSlOa.] 
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ih^  worM  in  gener&l,  tli&t  value  is  equftl  ta  the  qwmtily 
of  Uboar  which  it  caa  maintfiin.'* ' 

I  Imre  aJrvadj  attempted  ta  show,*  that  the  market  ptioe 
of  cam  would^  imder  an  tn  creased  demand  from  tlie  e^ect4 
Oif  a  bouutjr,  eiceed    tti    natural   price,  till  the  r^uiaite 
additioDal  supply  was  abtabed,  and  that  then  it  wotild 
agmto  fall  to  its  natural  price.     But  the  uatui%l  price  of 
oorn  is  not  so  filed  as  the  natural  price  of  com  modi  tiei  §,m 
because,  with  any  great  additional  demand  for  cam,  land  " 
of  a  worse   quality  must    be  taken    into   cultiTalion.  on 
which  more  labour  will  be  required  to  produce  a  giYen 
quantity,  and  the  natural  price  of  com  will  be  raised*     By 
m  continued  bounty,  therefore,  on  the  exportation  of  com. 
there  would  be  created  a  tendency  to  a  permaGent  rise  in 
the  price  of  com,  and  this,  as  I  hare  shown  elsewhere/ 
never  fails  to  raise  rent     Country  gentlemen,  then,  hare 
not  only  a  temporary  but  a  permanent  interest  in  pro- 
hibitions of  the  importation  of  com,  and  in  bounties  on 
its  exportation;    but  manufacturers  hare  no  permanent 
interest  in  establishing  high  duties  on  the  importation, 
and  bounties  on  the  exportation  of  commodities;  their 
interest  is  wholly  temporary. 

A  bounty  on  the  exportation  of  manufactures  will,  un* 
doubtedly,  as  Dr.  Smith  contends,  raise  for  a  time  the 
market  price  of  manufactures,  but  it  will  not  raise  their 
natural  price.  The  labour  of  200  men  will  produce 
double  the  quantity  of  these  goods  that  100  could  produce 
before;  and,  consequently,  when  the  requisite  quantity  of 
capital  was  employed  in  supplying  the  requisite  quantity 
of  manufactures,  they  would  again  fall  to  their  natural 
price,  and  all  advantage  from  a  high  market  price  would 
cease.  It  is,  then,  only  during  the  interval  after  the  rise 
in  the  market  price  of  commodities,  and  till  the  additional 

*  [A  paragraph  is  omitted,  again  without  detriment    Bk«  iv., 
e.  v.,  p.  210  a.]  *  [P- 9^6.] 

*  See  Chapter  on  Rent  [especially  §^  27-29]. 
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fupplj  ii  obudned,  Ibftt  the  maaufacturen  will  enjoj  high 
profits ;  for  as  iood  as  prices  had  Sttbiad«d«  thair  pn^ts 
wou94  sink  to  the  general  leveL 

Instead  of  agreeing,  therefore,  with  Adam  Smithy  U^at 
the  eoontrj  gentlemen  had  not  so  great  an  interest  in 
prohihiting  the  t]iipoiiatio&  of  com,  as  the  mannfattorer 
had  in  prohibiting  the  importation  of  manufaetured  goods^ 
I  contend^  that  thej  have  a  much  superior  interest ;  for 
their  advantage  is  permanent^  while  that  of  the  manu* 
&iclurer  is  onlj  temporary,  Dr,  Smith  obserres,  that 
natttre  has  established  a  great  and  essential  difference 
between  com  aod  other  goods,  but  the  proper  inference 
from  that  circumstance  is  directlj  the  reteive  of  that 
which  he  draws  from  it ;  for  it  is  on  aooount  of  this 
difference  that  rent  is  created,  and  that  country  gentlemen 
hare  an  interest  in  the  rise  of  the  natural  price  of  com. 
Instaid  of  comparing  the  interest  of  the  manufacturer 
with  the  interest  of  the  countrj  gentleman,  Dr,  Smith 
should  have  com  pared  it  with  the  interest  of  the  farmer, 
which  is  rerf  distinct  from  that  of  his  landlord.  Manu* 
facturers  have  no  interest  in  the  rise  of  the  natural  price 
of  their  commodities,  nor  hare  ^rmera  aiij  intcreet  in  the 
rise  of  the  natural  prioe  of  com*  or  other  raw  pTX>duce, 
though  both  these  classes  are  benefited  while  the  market 
prioe  of  their  productions  eiceed  their  natural  price.  On 
the  contrary,  landlords  hare  a  most  decided  interest  in  the 
rise  of  the  natural  price  of  eora  ;  for  the  rise  of  rent  u  the 
ineri  table  consequence  of  the  difficulty  of  producing  raw 
produoe,  without  which  its  natural  prioe  could  not  rise. 
Kow«  as  bountiee  on  exportation  and  prohibitioDs  of  the 
importation  of  com  increase  the  demaad,  and  drite  us  to 
the  cultivation  of  poorer  lands^  they  necessarily  occssioo 
ao  iiHa^ased  difficulty  of  production* 

The  sole  effect  of  high  duties  on  the  importatioD  either 
ol  manufactures  or  of  oom,  or  of  a  bounty  on  their 
asportationt  ie  to  diTert  a  portion  of  capital  to  an  employ* 
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m«at  which  tt  would  noi  oat^mllj  seek*  It  cauMs  & 
peraidoui  diiiril>iiUoa  of  the  general  funds  of  the  eocietf 
— ^it  bribes  &  nuuaufacturer  to  tM>inmeiice  or  eontioue  ia  & 
6Qllt]MUii»tiTely  less  pro6tJLble  employmeot.  It  U  the  worsl 
■pedes  of  taxation «  for  it  doed  not  give  to  the  fomgn 
couiitrj  all  th&t  it  t&ke«  awaj  hrom  the  home  country,  the 
balance  of  loaa  betn^  mada  up  by  the  lees  adTaiitageoui 
diKtribution  of  the  i;cneral  capital.  Thus*  if  the  priod 
com  is  in  England  X4  and  in  France  J£3  1^.,  a  bounlj 
1Q§*  will  ulUmately  reduoQ  it  to  j63  10«.  in  liVanoey  mud 
tnaint&ln  it  at  tlie  came  price  of  j^  in  England.  For 
ever/  quarter  exported,  England  pays  a  tax  of  I0#.  For 
eTery  quarter  imported  into  France,  Fmaoe  gains  only  5#,, 
ao  that  the  value  of  $4.  per  quarter  is  absolutely  tost  to 
the  world p  by  such  a  distribution  of  its  funds  aa  to  cause 
diminished  production,  probably  not  of  com,  but  of  soma 
other  object  of  necessity  or  enjoyment. 

§  109.  Mr.  Buchanan  appears  to  hare  seen  the  fallaqr 
of  Dr.  Smith's  arguments  respecting  bounties,  and  on  the 
last  passage  which  I  have  quoted,  yexy  judidously 
remarks :  "  In  asserting  that  nature  has  stamped  a  real 
value  on  com,  which  cannot  be  altered  by  merely  altering 
its  money  price,  Dr.  Smith  confounds  its  value  in  use  with 
its  value  in  exchange.  A  bushel  of  wheat  will  not  feed 
more  people  during  scai*city  than  during  plenty ;  but  a 
bushel  of  wheat  will  exchange  for  a  greater  quantity  of 
luxuries  and  conveniences  when  it  is  scarce,  than  when  it 
is  abundant;  and  the  landed  proprietors,  who  have  a 
surplus  of  food  to  dispose  of,  will,  therefore,  in  times  of 
scarcity,  be  richer  men  ;  they  will  exchange  thdr  surplus 
for  a  greater  value  of  other  enjoyments,  than  when  com  is 
in  greater  plenty.  It  is  vain  to  argue,  therefore,  that  if 
the  bounty  occasions  a  forced  exportation  of  com,  it  will 
not  also  occasion  a  real  rise  of  price."  ^    The  whole  of  Mr. 

^  [Smith,  ed.  Buchanan,  1S14,  vol.  iL,  p.  2S7,  n«te.] 
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BoduuiAa's  arc^umentt  on  this  part  of  the  lubj^  of 
bounties,  appear  to  me  to  be  perfectlj  dear  and  eatia- 
laolorj. 

Mr.  Buchanan,  bowerer,  bat  not,  I  think,  any  more 
than  Dr.  Smith,  or  the  writer  in  the  Edinburgh  Beriew, 
eorrect  opiniona  ae  to  the  influence  of  a  riee  in  the  price 
of  Uboor  on  mannftfcctared  oommoditiee.  From  his 
peculiar  riewt,  which  I  hare  elaewbere  noticed,'  he  thinks 
that  the  price  of  labour  has  no  connexion  with  the  price  of 
eom,  and,  therefore,  that  the  real  value  of  com  might  and 
would  rise  without  affecting  the  price  of  labour ;  but  if 
labour  were  affected,  he  would  maintain  with  Adam  Smith 
and  the  writer  in  the  Edinburgh  Beriew,  that  the  price 
of  manufactured  commodities  would  also  rise ;  and  then  I 
do  not  see  how  he  would  distinguish  such  a  rise  of  com, 
from  a  fall  in  the  ralue  of  monej,  or  how  he  could  come 
to  anj  other  conclusion  than  that  of  Dr.  Smith.  In  a 
note  to  page  276,  toI.  i.  of  the  Wealth  of  Nations,  Mr. 
Buchanan  obserres,  **  but  the  price  of  com  does  not  regu* 
late  the  monej  price  of  all  the  other  parts  of  the  mde 
produce  of  land.  It  regulates  the  price  neither  of  metals, 
nor  of  Tarious  other  useful  substances,  such  as  coals,  wood, 
stones,  etc;  and  as  it  doe$  not  rtqulaU  the  price  of  lahour, 
U  doe§  noi  rtffulaU  the  price  of  w^an^fadwre9 ;  so  that  the 
bountj,  in  so  far  as  it  raises  the  price  of  com,  is  un* 
doubtedlj  a  real  benefit  to  the  farmer.  It  is  not  on  this 
ground,  therefore,  that  its  policj  must  be  argued.  Its 
eooouragement  to  agriculture,  bj  raising  the  price  of  com, 
must  be  admitted ;  and  the  question  then  comes  to  be, 
whether  agriculture  ought  to  be  thus  encouraged? "—It 
is  then,  aecording  to  Mr.  Buchanan,  a  real  benefit  to  the 
fanner,  because  it  does  not  raise  the  price  of  labour ;  but 
if  it  did,  it  would  raise  the  price  of  all  things  in  propor- 
tioo,  and  then  it  would  afford  no  particular  encouragement 
to  agriculture. 
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Tba  numuf acturers  tbemselrei,  «•  cosivimierft,  h&d  to  |>frj 
ftii  ftddidoiiAl  pnc«  for  such  commoditie*,  and,  thereforer  it 
oMioat  be  correctly  taid,  timt  '*  the  enh&ncenieDt  of  price  T 
ooc&sioned  by  botb,  (corporation  laws  and  high  duttct  on 
Iha  importationa  of  foreign  commoditieAO  it  «Terj  where  ti 
ftnallj  paid  hj  the  landlordt,  fumerir  and  labourer*  of  die 
oountrr/'  * 

It  it  the  more  Qeoettarf  to  make  thit  remark,  at  in  the 
prttent  daj  the  authority  of  Adam  Smith  ii  (quoted  by 
ooiiDtry  gentlemen,  for  jmpoaing  similar  high  duties  on 
the  importation  of  foreigo  com.  Because  the  cott  of  pro* 
ductioD,  and,  therefore,  the  prioet  of  rarioat  maQufactured 
commodities,  are  raiaed  to  the  consumer  by  one  error  in 
legitlatkm,  the  country  hat  been  called  upoiit  on  the  plea 
of  justice,  quietly  to  submit  to  fresh  exactions*  Because 
we  all  pay  an  additional  price  for  our  linen,  muslin,  and 
cottont,  it  is  thought  just  that  we  should  pay  also  an 
additional  price  for  our  com.  Because*  in  tUa  general 
lUatnbutton  of  the  labour  of  the  world,  we  hare  prevented 

lo  be  mofe  ih^a  temporary.  *'  A  jrov«rniiieQi  wbieh  abaojixtely 
fnlkihiti  tht  iiiiportatioa  of  ciiriaiQ  foreigo  gnodft,  ottAblUbss  a 
mottO|M»ly  m  favour  ^  ihmt  who  t>f™iu^«  »u«li  commodiUw  al 
,  it^iitst  tk^tt  who  coniimfi«  theiu  ;  in  otb«r  woriU,  Uio«e  st 
I  vho  prT]du<>«  lh«iti  liit^inff  the  txetitaivv  (»rivil«>g«  ut  nolHiij; 
may  el«vU«  their  pricm  aha^^e  ih«  naturiJ  pricti  «ntj  Hi* 
1  tkX  tiom«,  not  Wing  abl«  %o  obtain  Uiem  «Li«wH«fe,  an 
eUigeci  to  purchftM  them  at  a  liigt^f  iNieSp"  VoL  L,  pw  ^L 
^d  frttition,  bk.  i,  e.  xvti,  pp.  900,  SOL} 

But  how  can  ibsy  pera^anently  support  the  market  price  of 
their  gooib  Abort  tht  natiirnl  price,  when  tvtry  one  of  thtir 
ftliow  citixsti*  \m  fret  t<i  enter  into  tht  trade?  They  are  j|iiaranl<e«t 
agmoAt  fvreiga,  bnt  not  eAminut  bom  a  rotnpttitkin^  The  re^  evil 
ar^ng  to  tb«  country  from  itich  laonopc^ifw,  if  thty  oaa  be  eaUed 
by  thai  namtp  liea,  not  in  rwing  ih«  m&rket  pdem  of  «ncb  jeo«1^ 
btti  in  raifting  their  real  and  natural  priet.  By  im^rtnuuig  tiit  ci>^ 
ef  p(r^n«tioai  n  portion  el  tfat  lahoar  of  tbe  oountry  It  Im  pra- 
4a«liYt]y  empJoyeiL 
*  [Ok.  I,  «.  X..  p.  M  a.) 
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the  gretteat  amount  of  productioiis  from  being  obtamed, 
b^  our  portion  o£  that  labour,  in  m&nuf&cttired  oommo- 
dkieB,  we  ebould  further  punish  ourselvea  bj  dimmiehiQ^ 
the  productiTe  powers  of  the  general  labour  in  the  supply 
of  raw  produce.  It  would  be  much  wiser  to  acknowledge 
the  errors  which  a  miiiaken  policj  haa  induced  ua  to 
adopt,  and  immediately  to  commence  a  gradual  recurrencM 
to  the  sound  principle  of  an  univereallj  free  trade.* 

''  I  have  already  had  oceaeion  to  remark,"  observes  M. 
Say,  '*in  speaking  of  what  is  improperly  called  the  balance 
of  trade,  that  if  it  suits  a  merchant  better  to  eirport  the 
precious  mctata  to  a  foreign  country  than  any  other  goods, 
it  is  also  the  interest  of  the  State  that  he  should  expoft 
them,  because  the  State  only  ^ina  or  loses  through  the 
channel  of  its  citizens;  and  in  what  concerns  foreign  trade, 
that  which  best  suits  the  indiridual,  best  suits  also  the 
State ;  therefore,  by  opposing  obstacles  to  the  exportation 
which  indiriduals  would  be  inclined  to  make  of  the  piB- 
cious  metals,  nothing  more  is  done,  than  to  force  them  to 
substitute  some  other  commodity  less  profitable  to  them* 
selves  and  to  the  State.  It  must,  however,  be  remarked, 
that  I  say  only  in  toJuit  concerns  foreign  trade ;  because  the 
profits  which  merchants  make  by  their  dealings  with  their 
countrymen,  as  well  as  those  which  are  made  in  the  exdu- 
sive  commerce  with  the  colonies,  are  not  entirely  gains  for 
the  State.  In  the  trade  between  individuals  of  the  same 
country,  there  is  no  other  gain  but  the  value  of  an  utility 

^  **  A  freedom  of  trade  is  alone  wanted  to  guarantee  a  country 
like  Britain,  abounding  in  all  the  varied  products  of  industiy,  in 
merchandise  suited  to  the  wants  of  every  society,  from  the  possi- 
bility of  a  scarcity.  The  nations  of  the  earth  are  not  condemned 
to  thiow  the  dice  to  determine  which  of  them  shall  submit  to 
famine.  There  is  always  abundance  of  food  in  the  world.  To  enjoy 
a  constant  plenty,  we  have  only  to  lay  aside  our  prohibitions  and 
restrictions,  and  cease  to  counteract  tlie  benevolent  wisdom  of 
Providence."  Article,  *'Ck>m  Laws  and  Trade."  Supplement  to 
Eneyclop«dia  Britannica. 
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produoed ;  qme  la  valeur  fune  niiliU  produiU.**^  YoL  i.* 
p.  401.*  I  cannot  see  the  distinction  here  made  between 
the  profit!  of  the  home  and  foreign  trade.  The  object  of 
all  trade  is  to  increase  productions.  If  for  the  purchase  of 
a  pipe  of  wine,  I  had  it  in  mj  power  to  export  bullion^ 
which  was  bought  with  the  ralue  of  the  produce  of  100 
dajs'  labour,  but  OoTemment»  by  prohibiting  the  exporta- 
tion of  bullion,  should  oblige  me  to  purchase  my  wine  with 
a  commoditj  bought  with  the  value  of  the  produce  of  105 
dajs*  labour,  the  produce  of  fire  days'  labour  is  lost  to  me, 
and,  through  me,  to  the  State.  But  if  these  transactions 
took  place  between  indiTiduals.  in  different  prorinces  of 
the  same  country,  the  same  adTantage  would  accrue  both 
to  the  indiTidual,  and,  through  him,  to  the  country ;  if  he 
were  unfettered  in  his  choice  of  the  commodities,  with  which 
he  made  his  purchases ;  and  the  same  disadrantage,  if  he 
were  obliged  by  OoTcmment  to  purchase  with  the  least 
beneficial  commodity.  If  a  manufacturer  could  work  up 
with  the  same  capital,  more  iron  where  coals  are  plentiful, 
than  he  could  where  coals  are  scarce,  the  country  would  be 
benefited  by  the  difference.  But  if  coals  were  nowhere 
plentiful,  and  be  imported  iron,  and  could  get  this  addi- 
tionsi  quantity,  by  U&e  manufacture  of  a  commodity,  with 
the  same  capital  and  labour,  he  would  in  like  manner 


'  Are  Dol  the  following  pSMSges  eontradictory  to  the  one  above 
quoted?^"  Betidfls,  that  boms  trade,  though  lev  noticed  (beesaee 
h  ii  ia  a  variety  ol  haodii),  is  the  most  considerable,  it  is  alto  the 
■Met  profitable.  The  eommoditiee  exchanged  in  that  trade  are 
memarily  the  prodoetkmii  ol  the  aame  eonntry.**  Vol.  L,  p.  Si. 
[Bk.  L,  c  ix.] 

"The  EagUeh  Government  has  not  obeenred,  that  the  most 
profitable  sales  ara  thoee  which  a  country  makes  to  itself,  becaose 
they  eaaaot  take  plaee,  without  two  values  being  prodnced  by  the 
\  I  the  value  which  k  sokl,  and  the  value  with  which  the 
ikmade.**    VoLL,p.ttl.    [Bk.  L,  c  xriL] 

I  shaU,  la  the  tw«ity-eixth  chapter,  examiae  the  swmdnsii  sf 
Ihliepiakn. 

•  (Sad  editka,  bk.  L,  e.  zziL) 
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benefit  his  coiintry  by  the  additional  quaiitiij  of  mm*  Is 
the  6th  ^  Cliap.  of  this  work,  I  haire  eudeavoui^ed  to  sho« 
that  aU  trade,  whether  f  orei^  or  domeatie,  is  beoefidal^  bj 
mcreasing  the  quantitj,  and  not  by  inereaslog  the  ralue  oi 
productioos.  We  shall  ha^e  oo  greater  Talue,  whether  wie 
carry  on  the  moat  beneficia!  borne  and  foreign  trade,  or  in 
consequence  of  being  fettered  by  prohibitory  lawa,  we  are 
obliged  to  content  ounelveB  with  the  le&at  advantageous. 
The  rate  of  profits,  and  the  value  produced,  will  be  the 
same.  The  adr&ntage  always  resolves  itaelf  into  that  which 
Mt  Bay  appears  to  confine  to  the  home  trade ;  in  both  caeei 
there  ia  no  other  gain  but  that  of  the  value  of  an  uiUUi 

»  tCLapterviL] 


CHAPTER  XXIIL— ON   BOUNTIBS  ON 
PRODUCTIONS.* 

fUO. 
TT  maj  not  be  uninstrnetiTe  to  ooniidar  the  eifectt  of  a 
^  boontj  on  the  prodMcHcn  cl  raw  produce  and  other 
eomniodities,  with  a  new  to  obaerre  the  application  of  the 
prindplee  which  I  haye  been  endeaTonring  to  establish, 
with  regard  to  the  profits  of  stock,  the  division  of  the 
annual  produce  of  the  knd  and  labour,  and  the  rektiTe 
prices  of  manufactures  and  raw  produce.  In  the  first  place 
let  us  nippose  thftt  a  tax  was  imposed  on  all  commodi* 
ties,  for  the  purpose  of  raising  a  fund  to  be  emplojed  bj 
Goremment,  in  giving  a  bounty  on  the  production  of  com. 
As  no  part  of  such  a  tax  would  be  expended  bj  OoTcm- 
ment,  and  as  all  that  was  receiTod  from  one  dass  of  the 
people  would  be  returned  to  another,  the  nation  coUectirelj 
would  neither  be  richer  nor  poorer,  from  such  a  tax  and 
bountj.  It  would  be  readilj  allowed,  that  the  tax  on  com« 
uoditaes  hj  which  the  fund  was  created,  would  raise  the 
price  of  the  commodities  taxed ;  all  the  consumers  of  those 
commodities,  therefore,  would  contribute  towards  that  fund ; 
in  other  words,  their  natural  or  necessary  price  being  raised, 
80  would,  too,  their  market  price.  But  for  the  same  reasou 
that  the  natural  price  of  those  commodities  would  be  raised, 
the  natural  price  of  com  would  be  lowered ;  before  the 
bounty  was  paid  on  production,  the  farmers  obtained  at 
great  a  price  for  their  com  as  was  necessary  to  repay  them 
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their  reat  itnd  their  expenses,  and  alFord  tbem  tlie  generic 
TB.te  of  profits  ;  nfier  th^  bounty,  thej  would  receive  m^rt 
thaa  tliat  rate,  unless  tbe  price  of  com  feU  bj  &  sum  st 
lejut  equal  id  the  bountj.  The  effect  then  of  the  tax  &iid 
bountj,  would  be  to  raise  tbe  prioe  of  Gommodities  m  m  I 
degpree  equal  to  tbe  ta^  levied  on  them,  and  to  lower  the 
price  of  com  bj  a  sam  equal  to  the  bouoty  paid.  It  will  f 
be  observed,  too,  tbat  no  permanent  alteration  could  he 
made  m  tbe  distribution  of  capital  between  agriculture 
and  manufactures,  because  as  there  would  be  no  alteratioUr 
eitber  in  the  amount  of  capital  or  population,  there  would 
be  praciaeljr  the  same  demand  for  bre&d  and  manufacturt^/ 
The  profits  of  the  farmer  would  be  uo  higher  than  tbe 
general  level,  after  tbe  fall  in  the  price  of  com ;  nor  would 
the  profits  of  the  manufacturer  be  lower  after  the  rise  of 
manufactured  goods ;  the  bounty  then  would  not  occasion 
any  more  capital  to  be  employed  on  the  land  in  the  pro- 
duction of  com,  nor  any  less  in  the  manufacture  of  goods. 
But  how  would  the  interest  of  the  landlord  be  affected? 
On  the  same  principles  that  a  tax  on  raw  produce  would 
lower  the  com  rent  of  land,  leaving  the  money  rent  unal* 
tered,  a  boimty  on  production,  which  is  directly  the  contrary 
of  a  tax,  would  raise  corn  rent,  leaving  the  money  rent 
unaltered.*  With  the  same  money  rent  the  landlord  would 
have  a  greater  price  to  pay  for  his  manufactured  goods, 
and  a  less  price  for  his  com ;  he  would  probably  therefore 
be  neither  richer  nor  poorer. 

§  111.  Now,  whether  such  a  measure  would  have  any 
operation  on  the  wages  of  labour,  would  depend  on  the 
question,  whether  the  labourer,  in  purchasing  oommoditiec, 

^  [If  a  bounty,  however,  were  given  on  the  production  of  a  coiu- 
modity  which  could  be  substituted  for  another  commodity,  but 
which  had  previously  been  too  hi;^ii  in  price  to  allow  of  sudi  sub- 
stitution, an  alteration  in  the  distribution  of  capital  would  be 
effected.  Furthermore  it  must  be  remarked  that  the  demand  for  a 
commodity  often  varies  with  its  price.] 

>  See  p.  139. 
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would  paj  M  maeh  towards  the  tax  m  he  would  reoeiTO 
from  the  effectt  of  the  bountj,  in  the  low  price  of  his  food. 
If  these  two  quantities  were  equal,  wages  would  continue 
unaltered ;  but  if  the  commodities  taxed  were  not  those 
consumed  by  the  labourer,  bis  wages  would  hSU  *ud  his 
employer  would  be  benefited  by  the  difference.  But  this 
is  no  real  adrantage  to  his  employer;  it  would  indeed 
operate  to  increase  the  rate  of  his  profits,  as  ereiy  fall  of 
wages  must  do ;  but  in  proportion  as  the  labourer  contri- 
buted less  to  the  fund  from  which  the  bounty  was  paid,  and 
which,  let  it  be  remembered,  must  be  raised,  bis  employer 
must  contribute  more;  in  other  words,  be  would  contribute 
as  much  to  the  tax  by  his  expenditure,  as  be  would  receire 
in  the  effects  of  the  bounty  and  the  higher  rate  of  profits 
together.  He  obtains  a  higher  rate  of  profits  to  requite 
him  for  bis  payment,  not  only  for  his  own  quota  of  the 
tax,  but  of  his  labourer's  also ;  the  remuneration  which  he 
receiTcs  for  his  labourer's  quota,  appears  in  diminished 
wages,  or,  which  is  the  same  thing,  in  increased  profits ; 
the  remuneration  for  his  own  appears  in  the  dindnution 
in  the  price  of  the  com  which  he  consumes,  arising  from 
the  bounty. 

§  112.  Here  it  will  be  proper  to  remark  the  different 
effects  produced  on  profits  from  an  alteration  in  the  real 
labour,  or  natural,  ralue  of  com,  and  an  alteration  in  the 
relatiTc  value  of  com,  from  taxation  and  from  bounties. 
If  com  is  lowered  in  price  by  an  alteration  in  its  labour 
price,  not  only  will  the  rate  of  the  profits  of  stock  be 
altered,  but  the  condition  of  the  capitalist  will  be  im- 
proTcd.  With  greater  profits,  he  will  hare  no  more  to  pa/ 
for  the  objects  on  which  those  profits  are  expended ;  which 
does  not  happen,  as  we  hare  just  seen,  when  the  fall  is 
occasioned  artificially  by  a  bounty.  In  the  real  fall  in  the 
Talue  of  com,  arising  from  less  labour  being  required  to 
pioduce  one  of  the  most  important  objects  of  man's  coo- 
mBompAoa.  labour  is  rendered  more  produetiTe.    With  the 
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Hm  «Lme  t^boor  m  laiflof e<i  aad  an 
li  ihit  result ;  not  oo^  lEan  will  iha  tbI0  of 
pitnita  bt  iacrattftd*  bat  the  eooditioii  of  him  who  obtiiiu 
Aem  vUl  be  tuprortd ;  ool  out/  will  each  ci^talist  lave 
laoo^  rtv^ssue,  if  be  ez&pby^  tha  mam  moxwj  * 
but  1I0O  wb^i  tbfti  mo93«j  U  eipeiided,  it  win  pro- 
buB  ft  grgfttcr  sum  ol  commoditiet ;  bis  enjojxaeiiti 
wiH  he  Augmented,  In  tbe  cum  of  tbe  bo^uitr,  to  bak&c4 
tilt  ftiimDU«^  ^kieh  b«  tei?«B  frixm  tbe  fall  of  oiM  mm* 
noltlj,  be  bu  th«  illmjimttfalgi  of  pajring  a  pries  niot* 
tbui  ptvfioilioiiallT  bigb  for  ^notber;  be  reoeiYee  an  iA>  ■ 
creased  mSe  of  profit  in  order  to  enable  him  to  pmj  tbi« 
bigbrr  prm ;  eo  tbat  bit  real  situatioa,  tbougb  not  dete- 
riorated* is  tn  no  war  improred  ^  Ibongb  be  gets  m  bigber 
TTi.t*i  <^f  Tvri^hta  lijp.  K:i(i  fi4i-i  ,rpfc^sLfj>r  ^iciDUiand  of  tbe  produce 
of  tbe  land  and  labour  of  tbe  oountrj.  Wben  tbe  ftJl  in 
the  ralue  of  com  is  broogbt  about  bj  natural  causes,  it  is 
not  counteracted  bj  tbe  rise  of  otber  commodities ;  on  the 
contrarj,  tbej  fall  from  the  raw  material  falling  from  which 
thej  are  made :  but  wben  the  fall  in  com  is  occasioned  hj 
artificial  means,  it  is  alwars  counteracted  bj  a  real  rise 
in  the  ralue  ol  some  other  commoditj,  so  that  if  com  be 
bought  cheaper,  other  commodities  are  bought  dearer. 

This  then  is  a  further  proof,  that  no  particukr  dis- 
adrantage  arises  from  taies  on  necessaries,  on  account  of 
their  raising  wages  and  lowering  the  rate  of  profits.  Pro- 
fits are  indeed  lowered,  but  onlj  to  the  amount  of  the 
labourer's  portion  of  the  tax,  which  must  at  all  erents  be 
paid  either  bj  his  employer  or  br  the  consumer  of  the 
produce  of  the  labourer's  work.  Whether  you  deduct  JUM 
per  annum  from  the  employer's  rerenue,  or  add  JS50  to 
the  prices  of  the  commodities  which  he  consumes,  can  be 
of  no  other  consequence  to  bim  or  to  the  community,  than 
as  it  maj  equally  a£fect  all  other  classes.  If  it  be  added 
to  the  prices  of  tbe  commodity,  a  miser  may  aroid  tbe  tax  • 
by  not  consuming ;  if  it  be  indirectly  deducted  from  erexy 
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man's  iwreDiie,  he  cannot  aToid  pajring  his  hit  pioporiion 
of  the  public  burtbeiis. 

A  bonntj  on  the  production  of  com  then,  irould  produce 
no  real  effect  on  the  annual  produce  of  the  land  and  labour 
of  the  country,  although  it  would  make  com  relatiTely 
cheap,  and  manufactures  relatiTcly  dear. 

§  118.  But  suppose  now  that  a  contrary  measure  should 
be  adopted,  that  a  tax  should  be  raised  on  com  for  the 
purpose  of  affording  a  fund  for  a  bounty  on  the  production 
of  commodities. 

In  such  case,  it  is  erident  that  com  would  be  dear,  and 
commodities  cheap;  labour  would  continue  at  the  same 
price  if  the  labourer  were  as  much  benefited  by  the  cheap- 
ness of  commodities  as  he  was  injured  by  the  deamess  of 
com ;  but  if  he  were  not,  wages  would  rise,  and  profits 
would  fall,  while  money  rent  would  continue  the  same  as 
hetom ;  profits  would  fall,  because,  as  we  hare  just  ex- 
plained, that  would  be  the  mode  in  which  the  labourer's 
share  of  the  tax  would  be  paid  by  the  employers  of  labour. 
By  the  increase  of  wages  the  labourer  would  be  compen- 
sated for  the  tax  which  he  would  pay  in  the  increased 
price  of  com ;  by  not  expending  any  part  of  his  wages  on 
the  manufactured  commodities,  he  would  receiTe  no  part 
of  the  bounty ;  the  bounty  would  be  all  receiTed  by  the 
employers,  and  the  tax  would  be  partly  paid  by  the 
employed;  a  remuneration  would  be  made  to  the  labourers, 
in  the  shspe  of  wages,  for  this  increased  burden  laid  upon 
them,  and  thus  the  rate  of  profits  would  be  reduced.  In 
this  case  too  there  would  be  a  complicated  measure  pro- 
dodng  no  national  result  whaterer. 

In  considering  this  question,  we  hare  purposely  left  out  I, 

of  our  consideration  the  effect  of  such  a  measure  on 
foreign  trade ;  we  hare  rather  been  supposing  the  case  of 
an  insulated  country,  baring  no  commercial  connexion 
with  other  countries.  We  bare  seen  that  as  the  demand 
of  the  country  for  com  and  commodities  would  be  the 


com*  bj  producing  i 
pricet,  w€  sbQuld  b 
exportation  of  thou 
wer^  lowered,  aad  ui 
thote  oommoditlti  wl 
thus  tuch  ft  finuiciftl 
Gatural  distnbution  o 
indeed  of  tbe  foreigia  c 
which  to  abmird  ft  pdk^ 


CHAPTER  XXIV.— DOCTRINE  OP  ADAM 

SMITH  CONCERNING  THE  RENT 

OP  LAND. 

"  C  UCH  putt  onlj  of  tlM  produce  of  kod,"  ftaji  Adam 
*^  Smithy  "  can  csommoalj  b©  brought  to  market^  of 
whkli  the  ordinarj  prioe  is  tu^cieot  to  repUoe  the  fitock 
whkh  mu«t  be  emplojed  in  bringuig  them  thither*  to* 
gstlier  witb  tU  ordio&rj  profits.  If  the  ordin&rj  priee  is 
more  thjun  thim,  the  suiplus  part  of  it  will  oattiraUj  go  to 
thfl  reiii  of  1aii4.  1/ U  i$  fud  ww^rt^  Ihm^h  ih*  cofamodU}f 
oas  h0  brongfU  io  mark$it  U  can  aff&rd  «o  rmi  ^  IA«  land- 
l^nE,  WbeibfiT  the  price  is,  or  is  not  more»  depends  upon 
tli#  demand."  * 

*  [Bk.  I,  c  Jci»  fk  ei  s^  lUesr^o  hm  not  staled  in  AoB^ent 
dctiil  ijid  frith  ftul^eitttii  j;»)ero«lty  th«  opinion*  bcM  by  SmUli 
with  regard  to  rvnt  Putting  sudo  for  tlio  Ume  th«  pvtieulftr 
view*  whieh  Smith  wm  b<iand  to  mftintaio  in  coniequence  of  \m 
«M»oepiion  of  tho  vaitie  of  ^m,  ws  mftj  deduce  the  followuig 
Ibeorjr  from  thk  chapter. 

Bent  is  ia  pioportioo,  not  to  abeolate,  but  to  relative  fertility 
(73  a)  I  the  priee  of  a  eommodity  may  be  such  that  it  can  ooly 
aflbfd  bare  wages  and  profits  and  no  rent  (70  a).  Then  no  rent 
will  be  paid,  though  produetion  will  eontinue  to  take  plaee  on  this 
leveL  Should  oMre  adraatageous  sourees  be  dieeovei^,  the  eom- 
petition  of  thoee  holding  and  working  these  will  prerent  those 
working  under  lem  adrantageous  eooditioos  from  cion tinning  their 
,  and  they  will,  thertiore,  abandon  their  position  (73  a). 
adTuntage  is  eonlerred  by  fertility  and  situaikw  alike  (63  a). 
I  is  the  eflbelof  priee,  being  afleeted  thus  by  ehaaget  in 
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ThiB  p«siftg«  would  natxirallj  lead  tlie  reader  to  cooclade 
ihaX  itti  author  could  not  Wre  mistaken  tbe  nature  of 
rent,  and  tbat  be  must  have  leeQ  that  the  qualltj  of  latid 
which  the  exigeacies  of  society  might  require  to  be  taken 
into  cultivatioa,  would  depend  on  *Hh€  ordinaiy  price  </ 
it*  produe^t^*  whether  U  were  **  iii^eient  to  replace  the  «fodt, 
which  muii  he  employed  in  ctdtivaiinQ  ii,  iogdher  mth  U§ 
ordinartf  profiis.** 

But  he  had  adopted  the  ootiou  that  **  thi^ro  were  mme 
parts  of  the  produce  of  laud  for  which  the  demand  must 
always  be  such  aa  to  a£Eord  a  greater  price  than  what  is 
sufficient  to  bring  them  to  market  j ''  ^  and  he  considered 
food  at  one  of  those  parts* 

He  sajs,  that  "  land*  in  almost  any  situntion,  produces 
a  greater  quantity  of  food  than  what  is  sufficient  to  main- 
tain  all  the  labour  necessary  for  bringing  it  to  market*  in 
the  most  liberal  way  in  which  that  labour  is  erer  main- 
tained. The  surplus,  too,  is  always  more  than  sufficient 
to  replace  the  stock  which  employed  that  labour*  together 
with  its  profits.  Something,  therefore,  always  remains 
for  a  rent  to  the  landlord." ' 

But  what  proof  does  he  give  of  this  ? — no  other  than 
the  assertion  that  *'  the  most  desert  moors  in  Norway  and 
Scotland  produce  some  sort  of  pasture  for  cattle,  of  which 
the  milk  and  the  increase  are  always  more  than  sufficient* 

price,  and  enters  into  it  in  a  manner  quite  different  from  wages 
and  profits  (61  b). 

But  then  Adam  Smith,  throughout  his  whole  chapter,  adverts  to  *. 
that  primary  conception  of  the  value  of  com.  Com  always  main- 
taining its  value,  on  com  lands  there  will  always  be  a  rent,  and  the 
fact  that  such  a  rent  can  always  be  derived  from  all  land  capable 
of  producing  com  will  institute  a  certain  minimum  rent  which  will 
always  be  yielded  by  such  lands  when  under  other  cultivation*  ete. 

The  question  as  to  this  value  of  com  is  really  discussed  previoosly 
by  Ricardo,  {  8.  But  this  latter  remark  is  certainly  most  suggea- 
iive.    It  is  unfortunately  neglected  by  Ricardo.] 

^  [Bk.  L*  c.  xi.*  p.  61  a.]  •  [lb.,  p.  61  b.] 
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not  only  to  main  tain  all  the  labour  neoetaary  for  ^^"^^Bg 
them,  and  to  pay  the  ordinary  profit  to  the  &rmer»  or 
owner  of  the  herd  or  flock»  bat  to  afford  aome  imall  rent 
to  the  kndloid."^  Now  of  this  I  may  be  permitted  to 
entertain  a  donbt ;  I  beliere  that  at  yet  in  erery  conntiy, 
from  the  mdeet  to  the  most  refined,  there  is  land  of  sndi 
a  quality  that  it  cannot  yield  a  produce  more  than  euiB- 
ciently  TaluaUe  to  replaoo  the  stock  employed  upon  it,  to- 
gether with  the  profits  ordinary  and  usual  in  that  oountiy. 
In  America  we  all  know  that  this  is  the  case,  and  yet  no 
one  maintains  that  the  principles  which  regulate  rent,  are 
different  in  that  countiy  and  in  Europe.  But  if  it  were 
true  that  England  had  so  Car  adTanced  in  cultiTation,  that 
at  thb  time  there  were  no  lands  remaining  which  did  not 
afford  a  rent,  it  would  be  equally  true,  that  there  formerly 
must  haTO  been  such  lands ;  and  that  whether  there  be  or 
not,  is  of  no  importance  to  this  question,  for  it  is  the  same 
thing  if  there  be  any  capital  employed  in  Great  Britain  on 
land  which  yields  only  the  return  of  stock  with  its  ordinary 
profits,  whether  it  be  employed  on  old  or  on  new  land.  U 
a  farmer  agrees  for  land  on  a  lease  of  seren  or  fourteen 
years,  he  may  propose  to  employ  on  it  a  capital  of  X10,000, 
knowing  that  at  the  existing  price  of  grain  and  raw  pro- 
duce, he  can  replace  that  part  of  his  stock  which  he  is 
obliged  to  expend,  pay  his  rent,  and  obtain  the  general 
rate  of  profit  He  will  not  employ  XI  1,000,  unless  the 
last  X1,000  can  be  employed  so  productirely  as  to  afford 
him  the  usual  profits  of  stock.  In  his  calculation,  whether 
he  shall  employ  it  or  not,  he  considers  only  whether  the 
price  of  raw  produce  is  suiBcient  to  replace  his  expenses 
and  profits,  for  he  knows  that  he  shall  haTo  no  additional 
rent  to  pay.  Etou  at  the  expiration  of  his  lease  his  rent 
will  not  be  raised ;  for  if  his  landlord  should  require  rent, 
because  this  additional  X1,000  was  employed,  he  would 
withdraw  it ;  since  by  employing  it,  he  gets,  hj  the  sup- 
>[Bk.L,c.  xi«,p^6ll^e2a.] 
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po«itioti,  only  the  ordinary  and  aatial  profiU  which  he  maj 
obtain  by  any  other  employment  of  stock  ;  and^  therefore, 
he  catmot  afford  to  pay  rent  for  it,  un!e««  the  pnoe  of  imv 
produce  ahould  further  rise^  or,  which  is  the  same  thiogt 
unless  the  usual  and  general  rate  of  profits  should  fail. 

§  115.  If  the  oamprehensiTe  nund  of  Adam  Smith  had 
beeu  directed  to  this  fact,  he  would  not  hare  maintajiKed 
that  rent  forms  one  of  the  component  pojte  of  the  price 
of  raw  produce;  for  price  U  eTerywhere  regulated  by  the 
return  obtained  by  this  last  portion  of  capita  1«  for  which 
no  reut  whatever  it  paid.  If  he  had  adverted  to  this  pnn- 
cjple,  he  would  hare  made  no  distinction  between  the  law 
which  reflates  the  rent  of  mines  and  the  rent  of  l&nd*^ 

"  Whether  a  coal  mine,  for  example,*'  he  aaya,  "  can 
afford  any  rent,  depends  partly  upon  its  fertility^  and 
partly  upon  its  situation.  A  mine  of  any  kind  may  be 
said  to  be  either  fertile  or  barren,  according  as  the  quantity 
of  mineral  which  can  be  brought  from  it  by  a  certain 
quantity  of  labour,  is  greater  or  leas  than  what  can  be 
brought  by  an  equal  quantity  from  the  greater  part  of 
other  mines  of  the  same  kind.  Some  coal  mines,  adTan- 
tageously  situated,  cannot  be  wrought  on  account  of  their 
barrenness.  The  produce  does  not  pay  the  expense.  They 
can  afford  neither  profit  nor  rent.  There  are  aome.  of 
which  the  produce  is  barely  sufficient  to  pay  the  labour* 
and  replace,  together  with  its  ordinary  profits,  the  stock 
employed  in  working  them.  They  afford  some  profit  to 
the  undertaker  of  the  work,  but  no  rent  to  the  landlord. 
They  can  be  wrought  advantageously  by  nobody  but  the 
landlord,  who  being  himself  the  imdertaker  of  the  work, 

'  [It  in,  however,  very  important  to  observe  the  diittinction  be- 
tween the  rent  of  land  and  the  rent  of  mines,  a  portion  of  the 
amount  paid  as  rent  for  the  latter  being  invariably  a  payment  for 
the  inevitable  depreciation  of  the  property. 

It  can  only  pay  the  owner  of  the  mine  to  work  it  himself  at  the 
ordinar}*  rate  of  profit  when  from  some  individual  circnmstaaeea 
he  wouUl  lie  unable  to  obtain  that  ordinary  rate  elsewJiera] 
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g«U  ihe  ordiaary  profit  of  the  capitid  wbich  he  employs  in 
il  Uma/  ooflJ  minet  id  Scotknd  are  wroogbt  in  thii 
ummier.  and  eaa  be  wrought  in  no  other.  The  hmdlard 
will  allow  nobodjT  eke  to  work  them  without  pajing  tome 
rent*  and  nobody  can  alFord  to  pay  anj. 

"Other  coal  mioea  in  the  tame  ootmtrj^  suffieientl/ 
fediile,  cannot  he  wrought  on  account  of  theiT  situation. 
A  q  nan  tit  J  of  mineral  Buf^cient  to  de&aj  the  expense  of 
worldng,  co«Jd  be  brought  from  the  mine  bj  the  ordinary, 
or  even  l^i  than  the  ordinary^  quantity  of  labour ;  but  in 
nn  inland  country,  thinlj  inhabit^t  and  without  either 
good  roada  or  water-carriage,  this  quantity  could  not  be 
sold.** '  The  whole  principle  of  rent  is  here  admirably  and 
perepieiioiialy  explained,  but  erery  word  is  as  applicable 
to  land  as  it  is  to  minee ;  yet  he  affirms  that  *'  it  b  other- 
wise in  estates  abore  ground.  The  proportion,  botii  of 
their  produce  and  of  their  rent,  is  in  proportion  to  their 
absolute,  and  not  to  their  relatire  fertility."  But,  suppose 
that  there  were  no  land  which  did  not  afford  a  rent ;  Uien, 
the  amount  of  rent  on  the  worst  land  would  be  in  propor- 
tion to  the  excess  of  the  Talue  of  the  produce  aboTc  the 
expenditure  of  capital  and  the  ordinary  profits  of  stock : 
the  same  principle  would  gorem  the  rent  of  land  of  a 
somewhat  better  quality,  or  more  farourably  situated,  and, 
therefore,  the  rent  of  Uiis  land  would  exceed  the  rent  of 
that  inferior  to  it,  by  the  superior  adrantages  which  it 
possessed ;  the  same  might  be  said  of  that  of  the  third 
quality,  and  so  on  to  the  rery  best  Is  it  not,  then,  as 
certain,  that  it  is  the  relatiTo  fertility  of  the  land,  which 
determines  the  portion  of  the  produce,  which  shall  be  paid 
for  the  rent  of  land,  as  it  is  that  the  relatire  fertility  of 
mines,  determines  the  portion  of  their  produce,  which  diall 
be  paid  for  the  rent  of  mines? 

*[Bk.L,e.xL,  p.70a,aiidcip.  71  a.  ••  The  iralne  of  a  coal 
■rfae  le  the  pfoprietor  freqaently  depends  ss  siueh  npoo  its  sitaa- 
Sta  ss  upon  its  IvtiUty,"  cte.] 
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After  Adam  8mii1i  lias  declared  tliat  there  ^m 
minee  wbicb  can  only  be  worked  by  the  owners,  &a  t2ief 
irill  afford  oalj  sufficient  to  defraj'  the  expense  of  worldng, 
together  with  the  ordinarj  profits  of  the  capital  employed, 
we  should  expect  that  he  would  admit  that  it  wai  theee 
particular  mines  which  regulate  the  price  of  the  prodace 
from  all  mines.  If  the  old  minea  are  inaufficient  to  supplj 
the  quantity  of  coal  required,  the  price  of  oo^  will  liae, 
and  will  continue  riaing  till  the  owner  of  a  new  and  inferior 
mine  finds  that  he  can  obtain  the  usual  profits  of  stock  hy 
working  his  mine.  If  his  mine  be  tolemblj  fertile,  the 
rise  will  not  be  great  before  it  becomes  his  interest  so  to 
employ  his  capital ;  but  if  it  be  not  tolerably  fertile,  it  it 
evident  that  the  price  must  continue  to  rise  till  it  will 
afford  him  the  means  of  paying  his  expenses,  and  obtaining 
the  ordinary  profits  of  stock.  It  appears,  then,  that  it  is 
always  the  least  fertile  mine  which  regulates  the  price  of 
coal.  Adam  Smith,  howoTer,  is  of  a  different  opinion:  he 
observes,  that  "  the  most  fertile  coal  mine,  too,  regulates 
the  price  of  coals  at  all  the  other  mines  in  its  neighbour^ 
hood.  Both  the  proprietor  and  the  undertaker  of  the 
work  find,  the  one  that  he  can  get  a  greater  rent,  the 
other,  that  he  can  get  a  greater  profit,  by  somewhat  under* 
selling  all  their  neighbours.  Their  neighbours  are  soon 
obliged  to  sell  at  the  same  price,  though  they  cannot  so 
well  afford  it,  and  though  it  always  diminishes,  and  some- 
times takes  away  altogether,  both  their  rent  and  their  pro- 
fit. Some  works  are  abandoned  altogether;  others  can 
afford  no  rent,  and  can  be  wrought  only  by  the  pro- 
prietor." '  If  the  demand  for  coal  should  be  diminiahed, 
or  if  by  new  processes  the  quantity  should  be  increased, 
the  price  would  fall,  and  some  mines  would  be  abandoned; 
but  in  every  case,  the  price  must  be  sufficient  to  pay  the 
expenses  and  profit  of  that  mine  which  is  worked  without 
being  charged  with  rent.  It  is,  therefore,  the  least  fertils 
»  [Bk.L,c.  xi.,70b.] 
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mtna  vhidi  regulates  prii%*  Indeed,  it  b  ■<>  it&ted  la 
mootlier  pkoe  bj  Ad&m  Smith  bimielf,  for  he  b^jb,  **  The 
loirast  price  mt  which  eoftla  aw  be  aold  far  any  ooosider&ble 
timej  IB  like  tb&t  of  all  other  oommoditieBt  the  priee  which 
IB  boreljr  Buf^cient  to  repUce,  together  with  iti  ordiim^ 
profittfe  the  Block  which  most  be  emplojed  in  brisging 
them  to  mixket*  At  a  co&l  mine  for  which  the  landlord 
can  gel  DO  rrcit,  but  which  he  muBt  either  work  himseift 
Of  lei  it  akme  bII  together/  the  prioe  of  ooaU  mutt  genermUy 
be  seftrly  ibbout  this  pnoe/'  * 

S  114«  But  the  Bame  circumstanoeB,  namely,  the  abuB< 
dance  and  coniequent  che&pneaa  of  coala,  from  whateTer 
cauie  it  may  arise,  which  would  make  it  tieeeasary  to 
abftxidoii  those  mines  on  which  there  wae  no  rent^  or  a 
▼ery  moderate  one,  would,  if  there  were  the  tame  abun* 
dance,  and  consequent  cheapness  of  raw  produoei  render  it 
oeceaBaiy  to  abandon  the  cultiTation  of  those  lands  for 
which  either  no  rent  was  paid,  or  a  very  moderate  one. 
Iff  for  example,  potatoes  should  become  the  general  and 
common  food  of  the  people,  as  rice  is  in  some  couutrie% 
one  fourth,  or  one  half  of  the  land  now  in  cultiiration, 
would  probably  be  immediately  abandoned ;  for  if,  as 
Adam  Smith  says,  "  an  acre  of  potatoes  will  produce  all 
thousand  weight  of  solid  nourish  in  eut,  three  times  the 
quantity  produced  by  the  acre  of  wheat,"  '  there  could  not 

>  ('*all  ia«{«ih«r  "*  htf«  an  in  Kieardo'«  Tiard  Editioii,  la  Smitti, 
In  mne  edIUou,  '* s]t<i«vth«r/*     MacCulloeh  iwdetv  It  "all 

*  [Bk  I,  CL  ii,  pp.  TO  b,  71  a»  aii4  cf,  |*,  72  h.  T>*«  low«p*t  |>ri<w 
al  whkh  the  pf«dout  mcUl«  caa  h%  sold  .  .  .  .  i*  regulated  by  %hm 
same  priadples  whkh  fix  the  lowssi  ordinary  price  ol  all  other  good» 
....  II  mast,  at  least,  be  sailieieBl  to  rsplaos  that  stock  wilh  the 
ardiaary  profiu ;  farther,  tt  prerioos  note  to  {  114,  p.  t\%  The 
■sanlag  of  Adam  Smith's  prenoas  assertion  is  bssi  seso  fram  a 
fsnsin  hi  Rieardo's  erilkkm  on  the  elleet  of  Paor  Rales,  ehapw 
jnriiL.|910 
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be  (or  &  oooaidertible  tioie  sodi  ft  multiplicalioa  of  people, 
ft«  to  ooiuutiie  tlie  quantitj  that  might  be  miied  oti  the 
l&nd  before  employed  for  tbe  eultiT&ti0ii  of  wb^at  j  much 
land  would  consequently  be  abando&edt  and  rent  would 
ialli  and  it  would  not  be  till  the  popuJatkm  hmd  beeo 
doubled  or  trebled,  that  the  same  quantitj  of  land  could  bf 
in  cultivation,  and  the  rent  paid  for  it  ae  high  as  before* 

Keither  would  any  greater  proiK>rtion  of  the  gnoea  pro* 
duce  be  paid  to  the  landlord,  whether  it  consisted  of 
potatoea,  which  would  feed  three  hundred  people,  or  of 
wheat,  which  would  feed  onljr  one  hundred;  because. 
though  the  eipensea  of  production  would  be  very  mych 
diminiihed  if  the  labourer's  wages  were  chiefljr  regulated 
hj  the  price  of  potatoes  and  not  hj  the  price  of  wheat, 
and  though  therefore  the  pro]>ortion  of  the  whole  grosi 
produce,  after  pajing  the  labourers  would  be  greatlj  in- 
creased, yet  no  part  of  that  additional  proportion  would 
go  to  rent,  but  the  whole  inyariably  to  profits, — ^profits 
being  at  all  times  raised  as  wages  taXL,  and  lowered  at 
wages  rise.  Whether  wheat  or  potatoes  were  cultiyated, 
rent  would  be  governed  by  the  same  principle — ^it  would 
be  always  equal  to  the  difference  between  the  quantities  of 
produce  obtained  with  equal  capitals,  either  on  the  same 
land  or  on  land  of  different  qualities;  and,  therefore, 
while  lands  of  the  same  quality  were  cultiyated,  and  there 
was  no  alteration  in  their  relative  fertility  or  advantages, 
rent  would  always  bear  the  same  proportion  to  the  gross 
produce. 

Adam  Smith,  however,  maintains  that  the  proportion 
which  falls  to  the  landlord  would  be  increased  by  a 
diminished  cost  of  production,  and,  therefore,  that  he 
would  receive  a  larger  share  as  well  as  a  larger  quantity, 
from  an  abundant  than  from  a  scanty  produce.  **  A  rice 
field,"  he  says,  "  produces  a  much  greater  quantity  of  food 
than  the  most  fertile  com  field.  Two  crops  in  the  year, 
from  thirtj  to  six^  bushels  each,  are  said  to  be  the 
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ordinary  produce  ol  an  icre.  Though  itt  cultiTation, 
therefore,  requires  more  labour*  a  much  greater  surplus 
remains  after  maintaining  all  that  labour.  In  those  rice 
eountriest  therefore*  where  rice  b  the  common  and  farourite 
vegetable  food  of  the  people,  and  where  the  cultiTators 
are  chieflj  maintained  with  it,  a  frtaUr  Aare  </  Ai$ 
grmUr  nurplM§  tiUmld  heUmg  io  <As  lamHord  ikan  in  eom 
cotmiriCT. 

Mr.  Buchanan  also  remarks,  that  "it  is  quite  clear,  that 
.  if  any  other  produce  which  the  land  yielded  more  abun- 
dantly than  com,  were  to  become  the  common  food  of  the 
people,  the  rent  of  the  landlord  would  be  improred  in 
proportion  to  its  greater  abundance." ' 

If  potatoes  were  to  become  the  common  food  of  the 
people,  there  would  be  a  long  interral  during  which  the 
landlords  would  suffer  an  enormoiu  deduction  of  rent. 
They  would  not  probably  receire  nearly  so  much  of  the 
sustenance  of  man  as  they  now  receire,  while  that  sus- 
tenance would  fall  to  a  third  of  its  present  ralue.  But  all 
manufactured  commodities,  on  which  a  part  of  the  land- 
kNrd's  rent  is  expended,  would  suffer  no  other  fall  than 
that  which  proceeded  from  the  &11  in  the  raw  material  of 
which  they  were  made,  and  which  would  arise  only  from 
the  greater  fertility  of  the  land,  which  might  then  be 
deroted  to  its  production. 

When,  from  the  progress  of  population,  land  of  the 
same  quality  as  before  should  be  taken  into  cultiTation, 
the  landlord  would  hare  not  only  the  same  proportion  of 
the  produce  as  before,  but  that  proportion  would  also  be 
of  the  same  Taloe  as  before.  Bent  then  would  be  the 
as  before ;  profits,  howerer,  would  be  much  higher, 
I  the  price  of  food,  and  consequently  wages,  would 
be  mudi  lower.  High  profits  are  faTourable  to  the  aoco- 
wnlatiofiof  capitaL  The  demand  for  labourwould  further 

>(Bk.L,azL,p.e7a,k] 

•  Itoith,  ed.  Hfhsasa,  voL  L,  bk.  L,  a  zL,  p.  Sei] 
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iocmiei  and  land  Lor  de  would  \yB  permanently  benefited  ^ 
the  uio'eafted  d^imaad  far  land* 

Indeed,  the  rerj  samo  hjxds  mtghi  be  colti Fated  much 
bigher«  wben  such  &n  abuoditnoe  of  food  could  be  pro- 
duced from  ibem,  and  coosequenUj  thej^  would,  la  Uie 
projpre«H  of  iocietjr,  admit  of  much  higher  reuta,  and  would 
■iietAto  a  much  greater  populatiou  than  before*  Thii 
eouM  not  fail  to  bo  highly  beneficial  to  landlords,  and  it 
consistent  with  the  principle  which  this  cuquirf,  I  thinlE, 
will  not  fail  to  establiah ;  that  idl  extraordinary  profita  are 
in  their  nature  but  of  limited  duration p  as  ^e  whole 
surplus  produce  of  the  soil,  after  deducting  from  it  only 
Auch  moderate  profita  aa  are  suMcient  to  encourage  ai^u* 
mulation,  must  finally  rest  with  the  landlord* 

With  80  low  a  price  of  labour  as  sach  an  abundant 
produce  would  cause,  not  only  would  the  lands  already  in 
cultivation  yield  a  much  greater  quantity  of  produce,  but 
they  would  admit  of  a  great  additional  capital  being  em- 
ployed on  them,  and  a  greater  value  to  be  drawn  from 
them,  and,  at  the  same  time,  lands  of  a  very  inferior 
quality  could  be  cultivated  with  high  profits,  to  the  great 
advantage  of  landlords,  as  well  as  to  the  whole  class  of 
consumers.  The  machine  which  produced  the  most  im- 
portant article  of  consumption  would  be  improved,  and 
would  be  well  paid  for  according  as  its  services  were  de- 
manded. All  the  advantages  would,  in  the  first  instance, 
be  enjoyed  by  labourers,  capitalists,  and  consumers ;  but 
with  the  progress  of  population,  they  would  be  gradually 
transferred  to  the  proprietors  of  the  soil. 

§  117.  Independently  of  these  improvements,  in  which 
the  community  have  an  immediate,  and  the  landlords  a 
remote  interest,  the  interest  of  the  landlord  is  always 
opposed  to  that  of  the  consupier  and  manufacturer.  Com 
can  be  permanently  at  an  advanced  price,  only  because 
additional  labour  is  necessaiy  to  produce  it ;  because  its 
cost  of  production  is  increased.  The  same  cause  invariably 
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imitM  rent»*  it  is  theref on  for  the  interoft  of  the  kndlovd 
tliat  the  cost  ittmHling  the  prodnetion  of  corn  should  be 
iacresieiL  This,  howerer,  is  not  the  interect  of  the  eon- 
somer;  to  him  it  b  desirable  that  com  should  be  low 
nlatiTdy  to  money  and  commodities,  for  it  b  sIwets  with 
eemmoditaes  or  monqr  that  com  b  purchased*  Neither  is 
it  the  interest  of  the  manufacturer  that  com  should  be  at 
m  high  price*  for  the  high  price  of  com  will  occasion  high 
wages,  but  will  not  raise  the  price  of  hb  commodity.  Not 
only,  then,  must  mors  of  his  commodity,  or,  which  comes 
to  the  same  thing,  the  Talue  of  more  of  hb  commodity,  be 
giren  in  exchange  for  the  com  which  he  himself  consumes, 
Imt  mors  must  be  giren,  or  the  ralue  of  more,  for  wages 
to  hb  workmen,  for  which  he  will  receiTO  no  remuneration. 
All  olsisfi,  therefore,  except  the  landlords,  will  be  injured 
by  the  increase  in  the  price  of  com.  The  dealings  between 
the  landlord  and  the  public  are  not  like  dealings  in  trade, 
iriiereby  both  the  seller  and  buyer  may  equally  be  said  to 
gain,  but  the  loss  b  wholly  on  one  side,  and  the  gaiu 
wholly  on  the  other ;  and  if  com  could  by  importation  be 
procured  cheaper,  the  loss  in  consequence  of  not  importing 
is  far  greater  on  one  side,  than  the  gain  is  on  the  other. 

Adam  Smith  nerer  makes  any  distinction  between  a  low 
▼alue  of  money,  and  a  high  ralue  of  com,  and  therefore 
infers,  that  the  interest  of  the  landlord  is  not  opposed  to 
that  of  the  rest  of  the  community.  In  the  first  case, 
money  b  low  relatiTcly  to  all  commodities ;  in  the  other, 
com  b  high  relatiTely  to  alL  In  the  first,  com  and  com* 
moditaes  continue  at  the  same  relatire  raluee;  in  the 
second,  com  b  higher  relatirely  to  commodities  as  well  as 
money. 

Hie  following  obserration  of  Adam  Smith  b  applicable  to 
n  low'  Talue  of  money,  but  it  b  totally  inapplicable  to  a  high* 


*  [It  win  imvariMf  raise  meosy  rents,  but  tes  Appendix  &] 

•  MbpUcMoent  of  spithsla    Read  ••high  iraliie  oi  momy.' 
''Ww  valae  of  eorB.**] 
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value  of  oonit  "  If  import&tion  (of  ooni)  it%B  at  alt 
time«  free,  our  farmers  and  countrj  geoilemeci  would 
i>robal>ty,  one  year  with  another^  get  less  tnoaej  for  tlieif 
com  than  tbaj  do  at  preaent,  wheo  importation  ii  at  moft 
timea  in  elfect  prohibited ;  but  the  money  which  they  got 
would  bo  of  more  value,  woxtld  hu^  ff)or«  goods  of  aU  othtf 
kinfUt  and  would  employ  more  labour.  Their  real  wealth* 
their  real  revenue,  therefore,  would  be  the  same  as.  at 
pre«eat»  though  it  might  be  espressed  by  a  smaller  quau* 
tity  of  silver;  and  they  would  neither  be  disabled  nor 
diAoouraged  from  cultivating  com  as  much  as  they  do  at 
preseot  Oa  the  coDtrary,  as  the  rise  tu  the  real  value  of 
tilTer,  in  consequence  of  lowering  the  money  price  of  oorn, 
lowers  somewhat  the  money  price  of  all  other  commodi- 
ties, it  gives  the  industry  of  the  country  where  it  takes 
place,  some  advantage  in  all  foreign  markets,  and  thereby 
teuds  to  encourage  and  increase  that  industry.  But  the 
extent  of  the  home  market  for  com,  must  be  in  proportion 
to  the  general  industry  of  the  country  where  it  grows,  or 
to  the  number  of  those  who  produce  something  else,  to 
give  in  exchange  for  com.  But  in  every  country  the  home 
market,  as  it  is  the  nearest  and  most  convenient,  so  is  it 
likewise  the  greatest  and  most  important  market  for  com. 
That  rise  in  the  real  value  of  silver,  therefore,  which  is 
the  effect  of  lowering  the  average  money  price  of  com, 
tends  to  enlarge  the  greatest  and  most  important  market 
for  com,  and  thereby  to  encourage,  instead  of  discouraging, 
its  growth."  * 

A  high  or  low  money  price  of  com,  arising  from  the 
abundance  and  cheapness  of  gold  and  silver,  is  of  no  im« 
portance  to  the  landlord,  as  every  sort  of  produce  would 
be  equally  affected,  just  as  Adam  Smith  describes ;  but  a 
relatively  high  price  of  corn  is  at  all  times  greatly  bene- 
ficial to  the  landlord ;  for  first,  it  gives  him  a  greater 


'  [Bk.  iv.,  c.  v.,  p.  219a;  cf.  bk.  iv.,  c  ii.,  p.  187  a.] 
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qimatitj  d  cam  for  hxB  rent;  aad^  iecoodlj^  far  eveij 
equml  iiMftAiire  of  oons  h#  will  have  •  oommaiidp  not 
on) J  av«r  s  gn&ter  quuititj  of  moiiej,  but  oTer  a  greater 
qua&titj  of  crerj  oammoditj  whicli  mon^jT  c&n  parduMe. 


.  \> 


CHAPTER  XXV,— ON  COLONIAL  TRADE. 

fua 

A  DAM  SMITHi  in  bk  obserratiouv  on  oolooml  inde, 
^^  Koj  ■hown,  most  satisfactorily,  the  advantage*  af  a 
free  trade,  aod  tbe  injuatice  suSforcd  by  coloiiieSf  iu  being 
prevented  by  their  mother  countriea,  from  eellinicr  their 
produce  at  the  dearest  market,  and  buying  their  manu* 
factures  and  stores  at  the  cheapest.  He  has  shown*  thai 
by  permitting  every  country  freely  to  exchange  the  pro* 
duce  of  its  industry  when  and  where  it  pleases*  the  best 
distribution  of  the  labour  of  the  world  will  be  effected,  and 
the  gi-eatest  abundance  of  the  necessaries  and  enjoyments 
of  human  life  will  be  secured. 

He  has  attempted  also  to  show,  that  this  freedom  of 
commerce,  which  undoubtedly  promotes  the  interest  of 
the  whole,  promotes  also  that  of  each  particular  country ; 
and  that  the  narrow  policy  adopted  in  the  countries  of 
Europe  respecting  their  colonies,  is  not  less  injurious  to 
the  mother  countries  themselves,  than  to  the  colonies 
whose  interests  are  sacrificed. 

"  The  monopoly  of  the  colony  trade,**  he  says,  •*  like  all 
the  other  mean  and  malignant  expedients  of  the  mercan- 
tile system,  depresses  the  industxy  of  all  other  countries* 
but  chiefly  that  of  the  colonies,  without,  in  the  least*  in- 
creasing, but,  on  the  contrary,  diminishing,  that  of  the 
country  in  whose  favour  it  is  established." ' 

This  part  of  his  subject,  however,  is  not  treated  in  so 

•  [Bk.  iv.,  c.  vii.,  p.  252  a.] 


926  FOLITICAL  ECONOMY.  [cHAP.  XXT. 

d€ar  aod  oonTinciiig  ft  nuuuier  «•  thftt  in  which  he  shows 
the  injnstios  of  this  sjsiem  towftids  the  colony. 

S  119.  It  mfty,  I  think*  be  doubted  whether  ft  mother 
country  mfty  not  sometimes  be  benefited  by  the  restnonts 
to  which  she  subjects  her  colonifti  possessions.  Who  cftn 
doubt,  for  exftmplct  thmt  if  England  were  the  colony  of 
Fnmce,  the  kttur  oountry  would  he  benefited  by  ft  heftvy 
bounty  paid  by  England  on  the  exportation  of  com,  doth, 
or  any  other  commodities  P  In  exftmining  the  question  of 
bounties,  on  the  supposition  of  com  being  ftt  £4i  per 
quarter  in  this  country,  we  saw,  that  with  a  bounty  of 
lOf.  per  quarter,  on  exportation  in  England,  com  would 
haTO  been  rediiced  to  £3  lOt.  in  Francs.  Now,  if  com 
had  preriously  been  at  £S  Us.  per  quarter  in  France, 
the  French  consumers  would  haTe  been  benefited  by  5f . 
per  quarter  on  all  imported  com ;  if  the  natural  price  of 
com  in  Fiance  were  before  X4^  they  would  hare  gained 
the  whole  bounty  of  lOt.  per  quarter.  France  would 
thus  be  benefited  by  the  loss  sustained  by  England :  she 
would  not  gain  a  part  only  of  what  England  lost,  but  the 
whole. 

It  may,  howcTcr,  be  said,  that  a  bounty  on  exportation 
is  a  measure  of  internal  policy,  and  could  not  easily  be 
imposed  by  the  mother  country. 

If  it  would  suit  the  interests  of  Jamaica  and  Holland 
to  make  an  exchange  of  the  commodities  which  they 
respectiTely  produce,  without  the  intenrention  of  England, 
it  is  quite  certain,  that  by  their  being  preTcnted  from  so 
doing,  the  interests  of  Holland  and  Jamaica  would  suffer ; 
but  if  Jamaica  is  obliged  to  send  her  goods  to  England, 
and  there  exchange  them  for  Dutch  goods,  an  English 
capital,  or  English  agency*  will  be  employed  in  a  trade  in 
which  it  would  not  otherwiM  be  engaged.  It  is  allured 
thither  by  abounty,  not  paid  by  England,  but  by  Holland 
and  Jamaica. 

That  the   loss  sustained,  throun^  a  disadTantageous 
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distributioo  of  Ubour  in  twa  countnea,  tOAjr  be  b^iiefiail 
to  one  of  them,  while  the  other  ia  m&de  to  BuMer  more 
than  the  loss  actually  belonging  to  such  a  distribytioB, 
has  be^a  stated  bj  Ad&m  Smith  himself ;  vhicli.  if  true, 
will  at  once  prove  that  a  measure,  which  ma/  be  greatljr 
hurtful  to  a  colouj,  may  be  partially  beDeficiAl  to  the 
mother  cQuntry, 

Speaking  of  ^eatiee  of  commerce,  he  bajb,   "  When  a 
uation  binds  itnelf  by  treaty,  either  to  penait  the  entry  ol 
certain  goods  from  one  foreign  country  which  it  prohibits 
from  all  others,  or  to  exempt  the  goods  of  one  country 
from  duties  to  which  it  lubjeete  those  of  all  others,  the     ■ 
country,  or  at  least  the  merchants  and  manufacturers  of    V 
the  country^  whose  commerce  is  so  favoured,  must  neces- 
sarily derire  great  advantage  from  the  treaty.     Thoee 
merchants  and  manufacturers  enjoy  a  sort  of  monopoly  in 
the  country,  which  is  so  indulgent  to  them.    That  country 
becomes  a  market,  both  more  extensive  and  more  advan- 
tageous   for  their  goods;    more   extensive,  because  the 
goods  of  other  nations,  being  either  excluded  or  subjected 
to  heavier  duties,  it  takes  off  a  greater  quantity  of  them ; 
more  advantageous,  because  the  merchants  of  the  favoured 
countxy,  enjoying  a  sort  of  monopoly  there,  will  often  sell 
their  goods  for  a  better  price  than  if  exposed  to  the  free 
competition  of  all  other  nations."  ' 

Let  the  two  nations,  between  which  the  commercial 
treaty  is  made,  be  the  mother  country  and  her  colony,  and 
Adam  Smith,  it  is  evident,  admits,  that  a  mother  country 
may  be  benefited  by  oppressing  her  colony.  It  may»  how- 
ever, be  again  remarked,  that  unless  the  monopoly  of  the 
foreign  market  be  in  the  hands  of  an  exclusive  company, 
no  more  will  be  paid  for  commodities  by  foreign  pur- 
chasers than  by  home  purchasers ;  the  price  which  they 
will  both  pay  will  not  differ  greatly  from  their  natural 

'  [Bk.  iv.,  c  vL,  p.  222  b.] 
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priee  in  tba  ooimtrj  where  tliej  are  produced.  England, 
for  example,  will,  under  ordinary  eircumetanoee,  always 
be  able  to  buy  French  goods,  at  the  natural  price  of  those 
goods  in  France,  and  France  would  haTc  an  equal  priri- 
lege  of  buying  English  goxU  at  their  natural  price  in 
England.  But  at  these  prices,  goods  would  be  bought 
without  a  treaty.  Of  what  adrantage  or  disadTantage 
then  is  the  treaty  to  either  party? 

The  disadTantage  of  the  treaty  to  the  importing  country 
would  be  this:  it  would  bind  her  to  purchase  a  commodity, 
from  England  for  example,  at  the  natural  price  of  that 
eommodity  in  England,  when  she  might  perhaps  haTc 
bought  it  at  the  much  lower  natural  price  of  some  other 
country.  It  occasions  then  a  disadfantageous  distribution 
of  the  general  capital,  which  falls  chiefly  on  the  country 
bound  by  its  treaty  to  buy  in  the  least  productiTo  market ; 
but  it  gires  no  adrantage  to  the  seller  on  account  of  any 
supposed  monopoly,  for  he  is  preTented  by  the  competi* 
taon  of  his  own  countrymen  from  selling  his  goods  abore 
their  natural  price ;  at  which  he  would  sell  them,  whether 
be  exported  them  to  France,  Spain,  or  the  West  Indies,  or 
sold  Uiem  for  home  consumptioiL 

In  what  then  does  the  adtantage  of  the  stipulation  in 
the  treaty  consist  P  It  consists  in  this :  these  particular 
goods  could  not  haTe  been  made  in  England  for  exporta- 
tion, but  for  the  pririlege  which  she  alone  had  of  senr- 
ing  this  particular  market;  for  the  competition  of  that 
country,  where  the  natural  price  was  lower,  would  hare 
deprired  her  of  all  chance  of  selling  those  commodities. 

§  120.  This,  howerer,  would  haTe  been  of  little  im- 
portance, if  England  were  quite  secure  that  she  could  sell 
to  the  same  amount  any  other  goods  which  she  might 
fabricate,  either  in  the  French  market,  or  with  equal 
advantage  in  any  other.  The  object  which  England  has 
in  riew,  is,  for  example,  to  buy  a  quantity  of  French 
of  the  Talue  of  ^,000— she  desires  then  to  seU 
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goodi  lotneivliere  hy  which  the  tuftj  get  ^5»000  f0r  this 
purpoM.    If  Fmnce  g^ren  her  a  maDopolj  of  the  clotli 
market,  ibe  will  rci&dil/  export  cloth  for   tliu    puqsote; 
hut  if  the  tra«de  is  free,  the  ootupetition  of  other  cotuilnes 
mAj  ppereiit  the  natur&l  prioe  of  doth  m  Cagland  irom 
being  Bu^ci^ntly  low  to  enable  her  to  get  .£5,000  bj  the 
sale  of  dolh,  and  to  ohtaio  the  usual  profits  hj  such  an 
employment  of  ber  fltock»    The  industty  of  Englanil  must 
be  employed,  then,  on  some  other  commodity ;  but  thcrt 
may  be  none  of  her  productions  which »  at  the  existing 
value  of  money,  she  can  afford  to  sell  at  the  natural  price 
of  other  ooun tries.     What  is  the  conseqiuence  ?     The  wine   ■ 
diinkert  of  England  are  still  willing  to  give  J^.OOO  for  I 
their  wine,  and  consequently  XS,000  in  money  is  exported 
to  France  for  that  purpose.    By  this  ezportatioa  of  money 
its  value  is  raised  in  England,  and   lowered   in    other 
countries ;  and  with  it  the  naiural  price  of  all  commodi*  wyt 
ties  produced  by  British  industry  is  also  lowered.     The  ^ 
advance  in  the  value  of  money  is  the  same  thing  as  the     \ 
dedine  in  the  price  of  commodities.     To  obtain  J65,000,  \M 
British  commodities  may  now  be  exported;  for  at  their    ^ft 
reduced  natural  price  they  may  now  enter  into  competi*  0^ 
tion  with  the  goods  of  other  countries.     More  goods  are  \ 
sold,  however,  at  the  low   prices  to  obtain  the  J65,000  j^^ 
required,  which,  when  obtained,  will  not  procure  the  same 
quantity  of  wine;    because,   whilst    the   diminution  of 
money  in  England  has  lowered  the  natural  price  of  goods 
there,  the   increase  of  money  in  France  has  raised  the 
natural  price  of  goods  and  wine  in  France.    Less  wine, 
then,  will  be  imported  into  England,  in  exchange  for  its 
commodities,  when  the  trade  is  perfectly  free,  than  when 
she  is  peculiarly  favoured  by  commercial  treaties.    The 
rate  of  profits,  however,  will  not  have  varied ;  money  will 
have  altered  in  relative  value  in  the  two  countries,  and  the 
advantage  gained  by  France  will  be  the  obtaining  a  greater 
quantity  of  English,  in  exchange  for  a  given  quantity  of 


I^ii€li«  good*,  wkila  the  loca  luttained  hy  Eagknd  wUI 
cotuiit  la  obtaining  a  tniAUer  quantttjr  of  Freneli  goodi  in 
«X€liaagd  for  a  giT«Q  qumutitj  of  thote  of  England. 

Foreign  tiade,  then^  whether  fettered,  encM>ui&ged,  or 
free*  will  alwaja  oontinue,  whaterer  maj  be  tbe  oompara^ 
Uw%  diffcnltj  of  production  in  different  oountma ;  bat  it 
can  onl/  be  regulated  bj  altering  the  natural  price,  not 
the  natura]  Talue»  at  which  com  modi  ties  can  be  produced 
in  ihoae  countiiea,  and  that  U  effected  hj  altering  the  di*- 
tribution  of  the  precious  metala*  Thit  explanation  coq^ 
irma  the  opinbn  which  I  have  elsewhere  given^  that  there 
i«  not  a  t&i,  a  bounty,  or  a  prohibition*  on  the  importation 
or  exportation  of  oommoditieop  whi^h  does  not  occasion  a 
different  distributiaB  of  the  procioua  metalat  and  which 
4oei  not,  therefore,  e^ery  where  alter  both  the  natural  and 
ihm  market  price  of  cotnmoditiea. 

It  ia  endeot,  then,  that  the  trade  with  a  colony  may  be 
m  reguUted,  that  it  shall  at  the  same  time  be  less  beneficial 
|0  the  colony  *  and  more  beneficial  to  the  mother  country  r 
Umi  m  perfectly  free  trade.  As  it  is  dindYantageous  to  a 
single  ooosumer  to  be  r^tricted  in  hit  dealingi  to  one 
partjeular  ahop,  ao  is  it  dlsadTantageout  for  %  nation  of 
oonsumers  to  be  obliged  to  purchase  of  one  particular 
oountry.  If  the  shop  or  the  country  afforded  the  good» 
required  the  cheapest,  they  would  be  secure  of  selling 
them  without  any  inch  eiclusi%e  priTilege;  and  if  they 
did  not  sell  cheaper,  the  general  interest  would  require 
that  they  should  not  be  encouraged  to  continue  a  trade 
which  they  could  not  a^nj  on  at  an  equal  advantage  with 
otimm*  Tbe  shop,  or  the  selling  country,  might  lose  by 
tlw  cfaft&ge  of  employments,  but  the  gcueral  benefit  ii 
n«fir  CO  fully  secured,  as  by  the  most  productive  disUibn- 
tion  of  the  genecml  capital ;  that  is  to  say,  by  an  universally 
irtm  tradeu 

An  increase  in  the  ooit  of  production  of  a  oommoditjt 
U  it  be  an  article  of  the  &rst  neeessity,  will  not  necessarily 


QWAT,  XSr.]      ON  COtOKlAL  TRADE,  S31 

dIminiAb  ita  eonsumption  |  for  &lthcitgli  the  general  power 
of  the  purchasem  to  oonsumei  is  diminished  by  the  rue  of 
any  one  cammoditjt  jet  they  may  reUnquisb  the  oonmunp- 
tion  of  eome  other  eommodity  whose  cost  of  production 
haa  not  risen.*  In  that  case,  the  quantity  supplied  and 
the  quantity  demanded,  wiU  l>6  the  same  a«  before ;  the 
cost  of  production  only  will  hare  inereafied,  and  yet  the 
price  will  rise,  and  must  n^er  to  place  the  proBte  of  the 
producer  of  the  enhanced  commodity  on  a  lerel  with  tbe 
profile  derired  from  other  tiudes. 

M<  Say '  acknowledge  that  the  cost  of  production  is  the 
foundation  of  price^  and  yet  in  Tarious  parts  of  hia  book  he 
maintains  that  price  is  regulated  by  the  proportion  which 
demand  bears  to  supply*  The  real  and  ultimate  regulator 
of  the  relative  value  of  any  two  commodities,  is  the  oott  of 
their  production,  and  not  the  respective  quantities  which 
may  be  produced,  nor  the  competition  amongst  the  pur- 
chasers. 

§  121.  According  to  Adam  Smith,  the  colony  trade,  bj 
being  one  in  which  British  capital  only  can  be  employed, 
has  raised  the  rate  of  profits  of  all  other  trades ;  and  as, 
in  his  opinion,  high  profits,  as  well  as  high  wages,  raise 
the  prices  of  commodities,  the  monopoly  of  the  colony 
trade  has  been,  he  thinks,  injurious  to  the  mother  country; 
as  it  has  diminished  her  power  of  selling  manufactured 
commodities  as  cheap  as  other  countries.  He  says,  that 
"in  consequence  of  the  monopoly,  the  increase  of  the 
colony  trade  has  not  so  much  occasioned  an  addition  to 
the  trade  which  Great  Britain  had  before,  as  a  total  change 
in  its  direction.  Secondly,  this  monopoly  has  necessarily 
contributed  to  keep  up  the  rate  of  profit  in  all  the  different 
branches  of  British  trade,  higher  than  it  naturally  would 
have  been,  had  all  nations  been  allowed  a  free  trade  to  the 
British  colonies."  *    "  But  whatever  raises  in  any  countij 


> 


[See  quotations,  p.  d74,  etc]        *  [Bk.  iv.,  c.  vii.,  p.  246  h.] 
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the  ordiutfy  rmte  of  profit  higher  than  it  otherwiie  would 
be,  neceenrilj  eabjecte  that  country  both  to  an  absolute, 
and  to  a  reUtiTe  diiadTantage  in  erery  branch  of  timde  of 
which  the  haa  not  the  monopoly.  It  aubjecta  her  to  an 
abecriute  diaadTantage^  because  in  auch  branchea  of  trade, 
her  merchants  cannot  get  this  greater  profit  without  aeUing 
dearer  than  they  otherwise  would  do,  both  the  goods  of 
foreign  countries  which  they  import  into  their  own,  and 
the  goodsoC  their  own  country  which  they  export  to  foreign 
countries.  Their  own  country  must  both  buy  dearer  and 
sdl  dearer;  must  both  buy  less  and  sell  less;  must 
both  enjoy  less  and  produce  less  than  she  otherwise 
would  do.**' 

**  Our  merchants  frequently  complain  of  the  high  wages 
of  British  labour  as  the  cause  of  their  manufactures  being 
undersold  in  foreign  markets ;  but  they  are  silent  about 
the  high  profits  of  stock.  They  complain  of  the  extFaragant 
gain  of  other  people,  but  they  say  nothing  of  their  own. 
The  high  profits  of  British  stock,  howerer,  may  contribute 
towards  raising  the  price  of  British  manu&cture  in  many 
cases  aa  much,  and  in  some  perhaps  more,  than  the  high 
wages  of  British  kbour." ' 

I  allow  that  the  monopoly  of  the  colony  trade  will 
change,  and  often  prejudicially,  the  direction  of  capital ; 
but  from  what  I  haye  already  said  on  the  subject  of  pro« 
fits,  it  will  be  seen  that  any  diange  from  one  foreign  trade 
to  another,  or  from  home  to  foreign  trade,  cannot,  in  my 
opinion,  affect  the  rate  of  profits.'  The  injury  suffered 
will  be  what  I  haTC  just  described ;  there  will  be  a  worse 
distribution  of  the  general  capital  and  industry,  and. 
therefore^  less  will  be  produced^  The  natural  price  of 
eonmodities  will  be  raised,  and,  therefore,  though  the 
ooBsumerwill  be  able  to  purchase  to  the  same  money  ▼Aloe, 
be  will  obtain  a  less  quantity  of  commodities.    It  will  be 

•  [Bk.  hr.,  e.  TiL,  ^  9M  h]  •  [Bk.  ir.,  «.  riL,  ^  9«7  a.] 

•[Gti  SI,  note,  p.  211.] 
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fteea  too,  IhMi  if  it  eren  bad  the  effect  of  raialBg  pro^U.  it  I 
would  not  oocation  tiie  leoit  ftlter&tioii  in  prices ;  prioe«  1 
being  r^gul&ted  neither  by  wages  nor  profits. 

And  does  not  Adam  Smith  agree  in  thi«  opimon.  wbta  ^ 
b«  eaj^8,  tbat  **  the  prieet  of  commoditieer  or  the  value  of 
gold  and  silrer  aa  compared  with  commodities,  dep^di 
upon  the  proportion  between  the  qvAntity  of  labour  which 
!■  nec^saary  in  order  to  bring  a  certain  quantitj  of  gold 
and  ailrer  to  market,  and  that  which  !■  neo^aarf  to  bring 
thither  a  certain  quantity  of  any  other  sort  of  goods  f  ** 
That  quantity  will  not  be  &^eeted«  whether  profits  be  high 
or  low,  or  wagee  low  or  high.  How  then  can  prices  be 
raised  by  high  profits  P  ^  i 


H 
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REVENUB,* 

§  122. 

A  BAM  SKITS  oonsUotlj  magnifies  the  adrantagei 
^^  whicli  ft  ommtrf  demtt  from  a  Urge  grots,  raihiir 
tlyu  m  targe  net  iacame.  *'  In  proportion  m  a  gn;ater 
•hm  of  tbe  capital  of  a  country  k  emplo/ed  in  agricul- 

"  tTkik  clia|it«r  !•  directed  to  the  cHilciftm  of  A4am  ftmlik  Bk 
ii«  c  ir.«  "  On  the  Employment  of  Cajiital  **  U  &■  a  Utile  JcMiUful 
wbetfaer  ftic&Ho  himBcH  fT&its«d  the  [x^culiar  nature  of  the  mUUke 
iato  whifh  Adam  Smitli  f«IL  THa  latter i  diviiUnsf  in^lunlHe*  tnl'» 
foar  elw^ifi,  aeeording  u  tKey  might  Im  extractive,  manufwrtuHnj;, 
«^rT7i£is,  reiaiU  miw  that  the»«  e:«pendHl  tH«ir  capital  (p.  J 49)  in 
ever  dmiiiuftbing  Amount  in  th«  netoAJ  employment  of  Ubour,  In 
mti^  amount  in  buying  what  wut  u>  them  tlt«  raw  pr^ 
WluO^  }i«  (aiM  to  M«  wft*,  ti>al  each  i»ice«ii*iv9  party  In  tlie 
pffc>^»e^  w««  m&kini:  j^n  ulv&fK«  of  e^piuU  in  order  to  nlJnw  hh 
fndmemmar  to  withdr&ir  hui  ^Mta]  frotn  the  comtouiily,  )j«ffjf«  4t 
i  W  Bold  tn  the  eo<umnMr»  ia  order  to  empioir  it  agnin  ia  1^ 
iii[4ojni>nt  of  iMhomw,  Tin  ar«  (A|vitAl  r«nd«r«  tkk  iwv 
iht  poB^Uap  M>4  •»  la  a  etttaia  nenw  efH^loyi  talib«f 
Mrt  ioi  UmI  dtky  «m  •*«  %i  Um  oin^witiw  «l  Ub«  cav« 
aiatal  va«  miiii  to  noct  «idb  4«lay.  pMloaav 
("  Wtftldb  ef  Kuka-,**  a^  Kklw&»^  Imu^mtHm, 
pk  O  ttTfM  Lhai  AMm  Btmlk  wm  avtmroanotf  lo  kUmmUa 
Um  «l««otaft  «l  fcmfHif  iW  ptrndm^t*  nia^ir  tke  ^ornaoiMtr  Mh 
tbcrt  li  mA  M  adTMtegii.  il  r  cm  b«  •4S«ri«d  i-M 
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tiii^"  1]«  Mj«t  "  the  greater  will  be  tiie  qujuititjr  of  pny 
ductile  Urbouf  which  it  puU  into  motioti  withis  t^ 
^oountij ;  At  will  likewue  be  the  T&lue  which  itt  «mptoj- 
meni  addi  to  tb^  aiiDu^  produce  of  the  land  Mid  labour 
of  the  Bocietj.  After  agriculiuie,  the  capit&l  emplojed  m 
maoofocturei  putt  into  motion  the  greatett  qu&ntitj  of 
produetiTe  labour,  and  addi  the  grealest  value  to  the 
annual  produce.  That  which  is  emplojed  in  the  trade  oC 
exportation  haa  the  leaat  effect  of  anj  of  the  three."  ^ 

not  grant  U,  aa  we  Me  from  hU  own  wofdA.  He  meitly  denies  tte 
i^l«¥iuicy  of  tli«  ibrinimeot  no  f u^  as  the  tax -fund  or  power  «l  the 
n*ticin  ti  conc«m«tt. 

Ix  k  rery  <Ul1efent  when  we  come  to  AHfttn  SmitU**  partkahr 
{Hint lion  with  re^j^anl  to  the  KUjtcnor  A^vjuitageii  of  ivgrknllOTa 
TJieiie  are  Ke|iArat«  uid  distinct  hotn  thof^e  mentioned  above-  Bat 
it  iff,  I  think,  entirely  incorrect  to  suppose  (Nichobon.  Intra, 
p.  22)  that  Kicardo  agreed  with  Adam  Smith.  The  latter  regardctl 
capital  when  applied  in  agriculture  as  particularly  productive  he* 
caufie,  benide  setting  in  motion  an  additional  amount  of  labour, 
it  brought  into  action  the  powers  of  -natures,  which  produced 
their  share.  This  he  considers  sliown  by  the  payment  of  rent 
In  reality,  he  means  that  capital  and  labour  applied  to  agri- 
culture produces  more  "riches"  than  in  any  other  case.  But 
Uicardo  means  something  quite  distinct  when  he  writes  as  he  does 
at  beginning  of  §  123,  "Although  I  admit/*  etc  He  is  most  • 
careful  to  Ktate  that  it  is  only  when  employed  an  any  hut  the  lamd 
last  cultivated  that  an  equal  amount  of  capital  puts  in  motion  a 
greater  amount  of  labour  than  when  employed  in  manufacture. 
In  such  cases  it  does  so  because  it  is  exercised  under  conditions 
when  a  smaller  quantity  of  labour  and  capital  produces  an  amount 
equal  to  that  produced  by  a  larger  quantity  under  less  favourable 
circuiiiHtances.  The  two  pro<liices,  as  he  says  (|  115),  must  be  ex- 
changed  for  other  commodities  according  to  the  returns  obtained 
under  less  favourable  conditions.  In  manufacture  the  forces  of 
nature,  he  assumes,  are  however  unmonopolized,  and  equally  open 
to  all  manufacturers  (§  27).  Thus  the  total  labour  called  into  action 
will  be  greater.  Unlike  Adam  Smith  he  strictly  distingnishee 
between  *'  value  "  and  "  riches."] 

'  M.  Say  is  of  the  same  opinion  with  Adam  Smith  :  "  The  meet 
productive  employment  of  eapital,  for  the  country  in  general,  after 
that  on  the  land,  is  that  of  manufactures  and  of  home  trade  i  be 
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Grmntiii^f  for  ft  moment*  that  tbis  were  true;  wliat 
would  be  the  adrajitAge  reaultlstg  to  a  country  from  the 
eiaployment  of  a  gre»i  quantiijr  of  productiTe  labour,  if^ 
vbetber  it  emplojed  that  quantity  or  a  unaller,  It^  net 
reut  and  profits  togetber  would  be  the  same.  Tbe  whole 
l^roduce  of  tbe  laad  and  labour  of  ererj  couutrf  ii  diTided 
into  three  portioua:  of  these,  one  portion  is  demoted  to 
wagetk  aoother  to  profits,  and  tbe  other  to  rent.  It  is  from 
the  two  last  portiong  only,  that  any  deductions  can  be 
made  for  taies,  or  for  AaTings ;  the  former,  if  moderate, 
oottBtituting  always  the  oeoewary  eipeoiea  of  production  J 
To  an  indiiidoal  with  a  capital  of  J^Q.OOO,  whose  profita 
were  £2,000  per  annum « it  would  be  a  matter  quite  indif- 
ferent  whether  his  c&pital  would  employ  a  hundred  or  a 
thounnd  men,  whether  the  commodity  produced,  sold  for 
.£10,000,  or  for  ^0,000,  proTided,  in  all  easest  hU  pix^fiU 
were  noi  dimiuished  below  JG2,000.  le  Dot  tbe  real  interest 
of  the  nation  similar  ?  ProTtded  its  net  real  income,  its 
rait  and  profits  be  the  tame^  it  is  of  no  importance  whether 
the  nation  contttts  of  ten  or  of  twelre  milUont  of  inhabi. 
tants.  Its  power  of  supporting  fleeU  and  armies,  and  all 
apecies  of  unproducti¥e  labour,  must  he  in  praportioa  to 
its  net,  and  not  in  proportion  to  its  gross  income*  If  five 
milUoos  of  men  could  prodooe  as  much  food  and  dotbing  • 

caoas  U  pati  ie  sctinty  an  Indtuiry  ef  which  the  proliU  ar«  g&ined 
in  %h*  emmtfy,  wUile  tltom  capiti^ltt  which  are  employed  in  /or«tjpi 
fWRtn^nm,  make  tlie  intluTtfy  end  land*  of  all  eountiiei  to  be  pro- 
d  active,  viiHout  dUtinciiaa^ 

'*  The  smploynMiiit  ol  capital  the  kaiit  favourable  to  a  natlen,  is 
lial  el  esirymg  iHs  pfoditee  of  ott*  forei^  eotrntry  lo  anQther.'* 
&if,  W9L  iL,  p.  )9a     [Bk,  a,  e.  viii.     3hd  «d.,  pp.  120.  13).] 

>  Fwiispa  tidi  U  expfiMed  lee  atronf  ly*  m  mors  b  geneimllf 
allMted  to  th«  Isbmiter  eiulsr  the  eama  of  wAisn^  tluui  th»  also* 
Ivicij  ftfte»gmry  expeniei  of  ptodnctjoii.  Id  ttiat  esise  a  pan  of 
tlia  a«i  protlofw  ol  tbt  eotintry  b  reoeiv«4  by  the  tAbourer,  iJid 
nsy  be  isrvd  or  exp«ttd«4l  by  tiim  i  et  U  atay  saable  him  to  oc»» 
tribaie  te  tin*  d«f«nea  of  Uie  eovatfy. 
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BA  wft«  oe<^«t&i7  for  ten  milLions,  food  und  clothmg  f^ 
fi^e  milLioiiB  wouM  be  the  net  revenue.  Would  it  be  o£ 
&DJ  o^Tftntage  to  tb#  country,  tb&t  to  produce  this  same 
net  reyenuCf  ecveu  milliona  of  men  should  be  r^uii^ 
that  18  to  Bay,  that  serea  mUUona  sbould  h6  employed  to 
produce  food  and  clothing  sufBdent  for  tweWe  tmlUonBf 
The  food  and  clothing  of  Eve  milliona  would  be  Btill  the 
net  revenue.  The  em  ploying  a  greater  number  of  men 
would  enable  us  neither  to  add  a  man  to  our  army  and 
navj,  nor  to  contribute  one  guinea  more  in  taxeB. 

It  is  not  on  the  grounds  of  any  supposed  advantage 
accruing  from  a  large  population,  or  of  the  happme«B  that 
may  be  enjoyed  by  a  greater  number  of  human  beings,  that 
A*lnTT>  Rmitb  eupporta  the  preference  of  that  *^T>ipI'>yniPEt 
of  capital,  which  gives  motion  to  the  g^reatest  quantity  of 
industry,  but  expressly  on  the  ground  of  its  increasing  the 
power  of  the  country,'  for  he  says,  that  **  the  riches,  and, 
so  far  as  power  depends  upon  riches,  the  power  of  every 
country  must  always  he  in  proportion  to  the  value  of  its 
annual  produce,  the  fund  from  which  all  taxes  must  ulti- 
mately be  paid.*' '  It  must  however  be  obvious,  that  the 
power  of  paying  taxes,  is  in  proportion  to  the  net,  and  not 
in  proportion  to  the  gross,  revenue. 

•  §  123.  In  the  distribution  of  employments  amongst  all 
countries,  the  capital  of  poorer  nations  will  be  naturally 
employed  in  those  pursuits,  wherein  a  great  quantity  of 
labour  is  supported  at  home,  because  in  such  countries  the 
food  and  necessaries  for  an  increasing  population  can  be 
most  easily  procured.    In  rich  countries,  on  the  contrary. 


i!U 


p 


*  M.  Say  has  totally  misunderstood  me  In  8upi)0sing  that  I  have 
considered  as  nothing:,  the  happiness  of  so  many  human  beings.  I 
think  the  text  sufficiently  shows  that  I  was  confining  my  remarks 
to  the  particular  grounds  on  which  Adam  Smith  had  rested  it. 
[Cf.  note  to  page  222,  vol.  iL;  cf.  French  translation  (1819)  ol 
Kicardo's  "  Principles."] 

•  [Bk.  il,  c  v.,  p.  153  a] 


^ 


888  louncAt  ECOKOMT.  [cMAF.  xxn. 

vliere  food  is  dear»  cftpital  will  Dsturally  flow^  wbea  tmdd 
k  firee,  mto  tboie  oocup&tioii§  wbereiii  the  least  quaELtitj 
ttf  kboQr  it  required  to  be  maintaiiied  at  borne :  euch  as 
tlie  canjing  trade ^  the  diitaot  foreign  trade,  and  trades 
vhere  expensiTe  machtnerj  is  required;  to  trades  where 
profits  179  in  propoTtaon  to  tbe  capita^  and  not  m  pro* 
portioEi  to  the  quanUty  of  labour  etuplajred.^ 

Although  I  admit,  that  from  the  nature  of  rent,  a  gt^en 
capital  employed  ia  agricultujre.  on  anj  but  the  laud  last 
cultiYated,  puts  in  motion  a  greater  quantity  of  labour 
tliaii  an  equal  capital  employed  in  manufactures  and  trade, 
yet  I  cannot  admit  that  there  la  any  di^erenoe  in  the 
quantity  of  labour  employed  by  a  capital  engaged  in  the 
^ome  timde,  and  an  equal  capital  engaged  in  the  foreign 

*'  The  capital  which  sends  Scots'  manufactures  to  London, 
and  brings  back  English  cor^  and  manufactures  to  Edin* 
burgh/'  says  Adam  Smith,  '*  necessarily  replaces,  by  erery 
such  operation^  two  British  capitals  which  had  both  been 
«B^«»yad  in  the  agriculture  or  manufactures  of  Oreal 


**  The  capital  employed  in  purchasing  foreign  goods  for 
borne  consumption,  when  this  purchase  ia  made  with  the 
produce  of  domestic  industry,  repkcee,  too,  b?  every  auch 
operation,  two  distinct  capitals;  but  one  of  them  only  ia 
employed  in  supporting  domestic  industry.    The  capital 

*  *'  It  ia  foftsnste  Utal  the  natural  eoune  of  thing*  draw* 
espital,  not  to  Uio»e  tiupto>iii«atA  wticre  the  gr«ftt«*t  profiu  &re 
msde^  ha%  to  thoi«  wH«r«  ths  operatkm  i*  most  firoGtabl^  lo  ihs 
oeoiinuaity,"— VoL  ii,  |%  ItEI  [Bk,  4L  c  viii]  M.  Bsy  hs«  not  u^d 
mm  whmJL  thQ*«  rmplojk  mriitii  ara,  whUh^  irKil^  tliny  &rt  th^  tna«i 
pfofitabta  to  the  iodividmsl»  sra  not  ihs  meat  proHiAbJe  to  th«  Slsts^ 
II  t«rantri««  with  llintt^ci  capital*,  Wt  with  irbuQ(Ua««  of  ftfrlils 
hindf  do  not  malj  eo|£«gs  in  fora%^  trs4«,  tha  r«s»on  ii(,  boc^uas 
IS  la  Imm  profitabla  to  individiiakk  «a4  th«rslara  sl«o  \m»  ptnfi iaMs 

•  [Ct  •  Ita,  «i4«,  aact  i  4&]  •  [B«Usr  iwiing  *'boQt«k1 
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vhieh  seDdi  BritUb  goods  to  Portugal,  and  brtcigs  Wl 
Fortuguese  goods  to  Gr<!s&t  Britam,  repl&oes,  b^  every  muh 
operation,  onlj  ooe  British  capital,  the  other  is  a  For> 
tuguese  one.  Though  the  returns,  therefore,  of  the  foreigii 
trade  of  consumption  should  be  as  quick  a^  the  hom« 
trad^,  the  capital  employed  in  it  will  give  but  one  half  the 
encouragement  to  the  iadustrj  or  productive  labour  of  the 
country/' ' 

This  argument  appears  to  me  to  be  fallacious;  for 
though  two  capitals »  one  Portuguese  and  one  English*  he 
employed,  as  Dr,  Smith  fiup|X>sea,  still  a  capital  will  be 
emj>toyed  in  the  foreign  trade,  double  of  what  would  be 
employed  in  the  home  trade*  Suppose  that  Scotland 
employs  a  capital  of  a  thousand  pounds  in  makiDtr  linen, 
which  she  exchanges  for  the  produce  of  a  similar  capital 
employed  in  making  silks  in  England,  two  thousand  pounds, 
and  a  proportional  quantity  of  labour  will  be  employed 
by  the  two  countries.  Suppose  now,  that  England  dis- 
covers that  she  can  import  more  linen  from  Oermany, 
for  the  silks  which  she  before  exported  to  Scotland,  and 
that  Scotland  discovers  that  she  can  obtain  more  silks 
from  France  in  return  for  her  linen,  than  she  before 
obtained  from  England,— will  not  England  and  Scotland 
immediately  cease  trading  with  each  other,  and  will  not 
the  home  trade  of  consumption  be  changed  for  a  foreign 
trade  of  consumption  ?  But  although  two  additional  capi- 
tals will  enter  into  this  trade,  the  capital  of  Oermany  and 
that  of  France,  will  not  the  same  amount  of  Scotch  and  of 
English  capital  continue  to  be  employed,  and  will  it  not 
give  motion  to  the  same  quantity  of  industry  at  when  it 
was  engaged  in  the  home  Uude? 

>  [Bk.  iL,  c.  v.,  p.  151  h.] 
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BANKS.' 

0  0  mucli  h^  ftlrmd^  he&n  wriiten  on  cum^cj^  thai  of 
^  Uioae  who  give  their  attentioii  to  stich  aulijecta,  notM 
Intt  th^  prejudioed  arit  ignorant  of   iU   true  priDciples. 

1  cfaall.  tliei«fQre»  take  ool/  a  brief  turte/  of  aniiit  of  th« 
g«Deral  lawi  which  regulate  ttm  quatititj  aod  talue. 

Gold  asd  ailver.  Like  all  other  com  modi  tiei»  arc  valoable 
oiilj  m  proportion  to  the  quantity  of  labour  ne^^eaiafj  to 
pfoduoe  them,  and  bring  them  to  market  Gold  i«  about 
fifteen  limea  deaier  thau  cilTer,  not  became  thens  !•  a 
greater  demand  for  it,  nor  becauie  the  iuppi/  of  lilTer  U 
fifteen  times  greater  than  that  of  gold,  but  m>H/  becmuae 
fifteen  times  the  qnantitr  of  labour  ii  neceavarj  to  procure 
a  given  quantitj  of  it 

The  quantitj  of  mooe^  that  can  be  onplojed  in  a  oountjj 
must  depeod  on  ItM  raJue  t  if  gold  alone  were  employed 
for  the  drctdaiion  of  conuaoditiee,  a  quantitj  would  be 
required,  one  fifteenth  only  ol  whU  would  be  neeeeaary  il 
Mlver '  wefe  made  uae  of  for  tlie  tame  purpose. 

*  [It  b  fanpowtble  lo  cater  late  Uae  difwioa  of  Ricanio's  aioae- 
lary  tbeofieM.  la  tiie  •Umrt  efnlooMgivealB  tliiiekapierkediieeU 
tkt  ■tlMrti—  el  tiie  reader  to  tlwif  chief  tammdmftktmm 

m,  Tlic  qaaatrtatiire  theory  el  tmamty. 

k  TW  edrcBtcgci  el  paper  carreaej,  aad  d  aaltiftii 
eeavenahle  paper. 

a  The  iarriaiid  Tafkhility  el  a  kiMmllin  eteaaeid.] 


t 


'  Whatever  I  say  of  gold  coin,  is  equally  applicable  to  silver 
I  but  it  is  not  necessary  to  mention  both  on  every  occasion. 


I 
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A  circtitatioti  can  never  he  so  abundant  aa  to  overflow; 
for  by  dimituihitig  ita  value,  in  the  satne  proportton  y<m 
viU  iocreiMte  iti  quantity »  and  by  incr^easin^  itm  ^alwtt 
dioiinifih  itj  quantity.  M 

Wliile  the  BUkte  coiiiB  mon^Vp  and  char^gee  no  aeig&orag^  V 
money  will  be  of  the  same  value  a«  any  other  piece  of  tLe 
«ame  metal  of  equal  weight  aud  fineness ;  but  if  tlie  State 
charge!  a  sei^orHge  for  coinage,  the  coined  piece  of  money 
will  genera Uy  exceed  the  value  of  the  uaooined  pieoe  of 
metal  by  the  whole  seignorage  charged,  because  it  wiU 
require  a  greater  quantity  of  labour,  ar^  which  is  the  same 
thing,  the  value  of  the  pt^uce  of  a  greater  quantity  of 
labour  to  pruoijrt'  if.. 

While  the  State  alone  coins,  there  can  be  no  limit  to  this 
charge  of  seignorage ;  for  by  limiting  the  quantitj  of  coin* 
it  can  be  raised  to  any  conceivable  value. 

§  125.  It  is  on  this  principle  that  papier  money  circa- 
lates :  the  whole  charge  for  paper  money  may  be  considered 
iiB  seignorage.  Though  it  has  no  intrinsic  value,  jet,  bj 
limiting  its  quantity,  its  value  in  exchange  is  as  gpreat  as 
an  equal  denomination  of  coin,  or  of  bullion  in  that  coin. 
On  the  same  principle,  too,  namely,  by  a  limitation  of  its 
quantity,  a  debased  coin  would  circulate  at  the  value  it 
should  bear,  if  it  were  of  the  legal  weight  and  fineness,  and 
not  at  the  value  of  the  quantity  of  metal  which  it  actu- 
ally  contained.  In  the  history  of  the  British  coinage,  we 
find,  accordingly,  that  the  currency  was  never  depreciated 
in  the  same  pro[)ortion  that  it  was  debased;  the  reason  of 
which  was,  that  it  never  was  increased  in  quantity,  in  pro- 
X>ortion  to  its  diminished  intrinsic  value.^ 

There  is  no  point  more  important  in  issuing  paper  money, 
than  to  be  fully  impressed  with  the  effects  which  follow 
from  the  principle  of   limitation   of   quantity.     It  will 
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•cutely  be  beliered  fifty  yean  benoe,  that  Bank  directors 
and  ministen  grarely  ccmtended  in  our  timee*  both  in  par- 
liament^  and  befcnre  conunittaee  of  parliament,  that  the 
teenee  ol  notee  by  the  Bank  of  England,  unchecked  by  any 
power  in  the  holders  cl  euch  notes,  to  demand  in  exchange 
either  specie,  or  bullion,  had  not,  nor  could  haTO  any  effect 
en  the  prices  of  commodities,  bullion,  or  foreign  exchanges. 

After  the  establishment  of  Banks,  the  SUte  has  not  the 
sole  power  <rf  coining  or  issuing  money-  The  currency  may 
as  effectnally  be  increased  by  paper  as  by  coin ;  so  that  if 
a  State  were  to  debase  its  money,  and  limit  its  quantity,  it 
could  not  support  its  Talue,  because  the  Banks  would 
hare  an  equal  power  of  adding  to  the  whole  quantity  of 
dreulation. 

On  these  principles,  it  will  be  seen  that  it  is  not  neces- 
sary that  paper  money  should  be  payable  in  specie  to 
secure  its  Talue;  it  is  only  necessary  that  its  quantity 
should  be  regulated  according  to  the  value  of  the  metal 
which  is  declared  to  be  the  standard.  If  the  standard 
were  gold  ot  a  given  weight  and  fineness,  paper  might  be 
increased  with  erery  fall  in  the  ralue  of  gold,  or,  which  is 
the  same  thing  in  its  effects,  with  erery  rise  in  the  price  of 
goods. 

$  126.  **  By  issuing  too  great  a  quantity  of  paper/'  says 
Dr.  Smith,  "  of  which  the  excess  was  continually  returning, 
in  order  to  be  exchanged  for  gold  and  siWer,  the  Bank  of 
England  was,  for  many  years  together,  obliged  to  coin  gold 
to  the  extent  of  between  eight  hundred  thousand  pounds 
and  a  million  a  year,  or  at  an  average,  about  ei^ht  hundred 
and  fifty  thousand  pounds.  For  this  great  coinage,  the 
Bank,  in  consequence  of  the  worn  and  degraded  state 
into  which  the  gold  coin  had  fallen  a  few  years  ago,  was 
frequently  obliged  to  purchase  bullion,  at  the  high  price  of 
four  pounds  an  ounce,  which  soon  after  issued  in  coin  at 
£S  17s.  lO^^i.  an  ounce,  losing  in  this  manner  between  two 
and  a  half  and  three  per  cent,  upon  the  coinage  of  so  very 
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larg^  a  tiun*  Though  the  B&nkf  therefore,  piud  ao  ceignor^ 
)  age,  though  the  GoTemmeut  w&i  prop^ly  at  the  expenae 

of  the  <^m&ge,  this  liberalitj  of  OoTemmeiit  did  not  pre* 
T€ut  altogether  the  expense  of  the  Bank/'  ^ 

On  the  priueiple  abore  stated,  it  appeare  to  me  inosl 
dear,  that  by  not  re-isiiuiiig  the  paper  thui  brought  in,  * 

j  the  value  of  the  whole  currency,  of  the  degraded  as  well 

'  as  the  new  gold  coiu,  would  ha^e  beeu  raiaed,  whem  all 

'  denmnda  on  the  Bank  would  have  ceased. 

I  Mr.  Bucban&n»  howeTer,  is  not  of  this  opinion,  for  he 

says, ''  that  the  great  expense  to  which  the  Bank  was  at 
this  time  exposed,  was  occasioned,  not,  aa  Br.  Sniith  seems 
to  imagine,  by  any  imprudent  isane  of  paper,  but  by  the 
debased  state  of  the  currency,  and  the  consequent  high 
price  of  buUioo.  The  Bank,  it  will  be  observed,  having  no 
other  way  of  procuring  guineas  but  by  sending  bullion  to 
the  Mint  to  be  coined,  was  always  forced  to  issue  new 
coined  guineas  in  exchange  for  its  returned  notes ;  and 
when  the  currency  was  generally  deficient  in  weight,  and 
the  price  of  bullion  high  in  proportion,  it  became  profitable 
to  draw  these  heavy  guineas  from  the  Bank  in  exchange 
for  its  paper ;  to  convert  them  into  bullion,  and  to  sell 
them  with  a  profit  for  Bank  paper,  to  be  again  returned 
to  the  Bank  for  a  new  supply  of  guineas,  which  were  again 
melted  and  sold.  To  this  drain  of  specie,  the  Bank  must 
always  be  exposed  while  the  currency  is  deficient  in  weight, 
as  both  an  easy  and  a  certain  profit  then  arises  from  the 

!i  constant  interchange  of  paper  for  specie.     It  may  be  re- 

marked, however,  that  to  whatever  inconvenience  and 
expense  the  Bank  was  then  exposed  by  the  drain  of  its 

i  specie,  it  never  was  imagined    necessary  to  rescind  the 

obligation  to  pay  money  for  its  notes."  * 

Mr.  Buchanan  evidently  thinks  that  the  whole  currency 

y  must,  necescarily.  be  brought  down  to  the  level  of  the 

\  '[Bk.  ii.,ciL,  p.  123  a.] 

'  *  [Smith,  ed.  Buchanan,  1814.   Vol.  L,  p.  477,  note.] 


^ 
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Talue  of  Um  debated  pieoee ;  Imt,  lurelj,  bj  a  dimiimtion 
of  Uie  quA&titj  of  the  correncjf  the  whole  that  remains  can 
be  elerated  to  the  Talne  of  the  best  pieces. 

Dr.  Smith  appears  to  haTo  forgotten  his  own  principle, 
in  his  avgoment  on  colony  currencj.  Instead  of  ascribing 
the  depreciation  of  that  paper  to  its  too  great  abundance* 
be  asks  whether,  allowing  the  colonj  seciiritj  to  be  per- 
fectlj  good,  a  hundred  pounds,  payable  fifteen  years  hence, 
would  be  equally  ▼aluiJ>le  with  a  hundred  pounds  to  be 
paid  immediately  ?  *  I  answer  yes,  if  it  be  not  too  abun- 
dant 

{  127.  Experience,  howcTer,  shows,  that  neither  a  State 
nor  a  Bank  erer  haTe  had  the  unrestricted  power  of  issuing 
paper  money,  without  abusing  that  power :  in  all  States, 
therefinne,  the  issue  of  paper  money  ought  to  be  under 
some  check  and  control;  and  none  seems  so  proper  for  that 
purpose,  as  that  of  subjecting  the  issuers  of  paper  money 
to  the  obligation  of  paying  their  notes,  either  in  gold  coin 
or  bullion. 

[**  To  secure  the  public'  against  any  other  variations  in 
the  Talue  of  currency  than  those  to  which  the  standard 
itself  is  subject,  and,  at  the  same  time,  to  carry  on  the 
oixculation  with  a  medium  the  least  expensiTC,  is  to  attain 
the  most  perfect  state  to  which  a  currency  can  be  brought, 
and  we  should  possess  all  these  adTantagi^  by  subjecting 
the  Bank  to  the  delivery  of  uncoined  gold  or  silver  at  the 
Hint  standard  and  price,  in  exchange  for  their  notes,  in- 
stead  of  the  delivery  of  guineas ;  by  which  means  paper 
would  never  fall  below  the  value  of  bullion,  without  being 
followed  by  a  reduction  of  its  quantity.  To  prevent  the 
rise  of  paper  above  the  value  of  bullion,  the  Bank  should 

*  [Bk.  iL,  e.  iL,  p.  lMa,K] 

*  Thk,aad  the  foUowiog  paragraphs,  to  the  eloMol  the  bracket, 
^  t4»,  is  extraeled  fhMi  a  Pampklei  eaUUed  "  PropoMk  for  en 

]  aad  8ee«re  Currsaqr,*  pablkhed  hy  the  aathor  ia  the 

laic 


II 
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be  ftlso  obliged  to  giTe  tbeir  paper  In  excbange  for  etandaij 
gold  &t  the  price  of  j£3  17#,  per  ounce.  Not  to  ijiTe  tm 
much  trouble  to  tbe  Bank,  the  <|UAtitit/  af  gold  to  fa^ 
demanded  in  oichanga  for  paper  at  the  Mint  prioe  d 
;^1  J^  17«.  tOH,  or  the  quantity  to  be  sold  to  the  Bank  ri 

j£3  1 7«.,  ibould  never  be  teas  than  twentjr  ounces.  Id  atlia 
words,  tUo  Bnuk  .t^hould  be  oblig^  to  purchase  aiij  qniiii 
tit  J  of  gold  that  was  offered  them,  not  less  th&n  t  wen  If 
ounccfl,  at  £3  L7«.'  |)er  ounce,  and  to  aell  an/  quantitj  th^ 
might  be  demanded  at  ^3  17f.  lQ{d.  While  th^T  hatt 
the  power  of  regukting  the  quantitj  of  their  |mper.  thAif 
it  no  postible  inconrenience  that  could  reault  to  them  froa] 
such  a  regulation « 

**  The  most  perfect  libertj  should  ha  given  at  the  aaiii# 
time  to  export  or  import  every  deacriptioii  of  bullion.  Tbeta 
transELctions  m  huHion  would  lie  very  few  in  number,  if 
the  Bank  regulated  their  loans  and  iasues  of  paper  bj  the 
eriteriou  which  I  hare  ao  often  mentioned,  nameljr,  the 
price  of  standard  bullion,  without  attending  to  tbe  absolute 
quiititit/  of  paper  in  ciixulatiou. 

"  The  object  which  I  have  in  view  would  be  in  a  great 
measure  attained,  if  the  Bank  were  obliged  to  deliver  un« 
coined  bullion,  in  exchange  for  their  notes,  at  the  Mint 
])nce  and  standard;  though  they  were  not  under  the 
necessity  of  purchasing  any  quantity  of  bullion  offered 
them  at  the  prices  to  be  fixed,  particularly  if  the  Mint  were 
to  continue  open  to  the  public  for  the  coinage  of  money : 
for  that  regulation  is  merely  suggested,  to  prevent  Uie 
value  of  money  from  varying  from  the  value  of  bullion 

^  The  price  of  £3  I7s,  here  mentioned,  is,  of  course,  an  arbitrary 
price.  There  might  be  good  reason,  perhaps,  for  fixin*;  it  either  a 
little  above,  or  a  little  below.  In  naining  £3\7s,  I  wish  only  to 
elucidate  the  principle.  The  price  ou{;ht  to  be  so  fixed  as  to  make 
it  the  interest  of  the  seller  of  gold  rather  to  sell  it  to  the  Bank, 
than  to  carry  it  to  the  Mint  to  be  coined. 

The  same  remark  applies  to  the  specified  quantity  of  twenty 
oonoes.    There  might  be  good  reason  for  making  it  ten  or  thirty. 


^ 
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Uum  the  trifling  diilerenoe  between  the  prioee  at 
which  the  Bank  ahonld  bu  j  and  tell,  and  which  would  be 
an  appioxiination  to  that  oniformitj  in  ite  Talue,  which  is 
acknowledged  to  be  eo  desirable. 

'*  If  the  Bank  capridoiislj  limited  the  quantitj  of  their 
paper,  they  woald  raise  its  Talne ;  and  gold  might  appear 
to  fall  beknr  the  limits  at  which  I  propose  the  Bank  should 
purchase.  Gold,  in  that  case,  might  be  carried  to  the  Mint, 
and  the  monej  retomed  from  thence,  being  added  to  the 
dicnlation,  woald  hare  the  effect  of  lowering  its  Talue,  and 
waking  it  again  conform  to  the  standard ;  but  it  would 
neither  be  done  so  safely,  so  economicallj,  nor  so  ezpedi- 
tiooslj,  as  by  the  means  which  I  haTe  proposed ;  against 
which  the  Bank  can  hare  no  objection  to  offer,  as  it  is  for 
their  interest  to  famish  the  circulaUon  with  paper,  rather 
than  oblige  others  to  furnish  it  with  coin. 

''Under  such  a  system,  and  with  a  currency  so  regulated, 
the  Bank  would  nerer  be  liable  to  any  embarrassments 
whaterer,  excepting  on  those  extiaordinanr  occasions,  when 
a  general  panic  seiies  the  country,  and  when  every  one  is 
desiroas  of  possessing  the  precious  metals  as  the  most 
conTcnient  mode  of  realising  or  concealing  his  property. 
Against  such  panics,  Banks  have  no  security,  on  any  $y$iem ; 
from  their  very  nature  they  are  subject  to  them,  as  at  no 
time  can  there  be  in  a  Bank,  or  in  a  country,  so  much 
specie  or  bullion  as  the  monied  indiriduals  of  such  country 
have  a  right  to  demand.  Should  every  man  withdraw  his 
balance  from  his  banker  on  the  same  day,  many  times  the 
quantity  of  Bank  notes  now  in  circulation  would  be  insuffi- 
cient to  answer  such  a  demand.  A  panic  of  this  kind  was 
the  caose  of  the  crisis  in  1797 ;  and  not,  as  has  been  sup- 
posed, the  large  advances  which  the  Bank  had  then  made 
to  Qovemment.'    Neither  the  Bank  nor  Government  were 

*  [Tho«|^  thk  is  tnM,  there  is  little  doaU  that  Uie  IsvKe  sd- 
vsaest  made  to  the  Govtnuatoi  by  Ihs  Bank  had  tMided  to  iu 
It.    TheeriiUwMbnmghiaboaiby  the 
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Ai  that  time  to  blftme ;  it  iru  tbe  oontAgjon  of  tlie 
fotmded  fesura  of  the  timid  part  of  t^  com  mum  tj^ 
ocauiomed  the  nm  on  the  Bank,  and  it  would  equallj  liavi 
taken  place  if  thej  had  not  made  anj  adraaces  to  GoTem- 
meni,  and  had  posaested  twice  their  present  capital, 
the  Bank  had  continued   pajing  in  ca^h,  probablj  thi! 
panic  wonld   hare  subsided  before  their  coin    bad   beem 
exhausted. 

"  With  the  known  opiniou  of  the  Bank  directorst  aa  td 
the  mle  for  isauing  paper  money,  the/  maj  be  said  to  hare 
exercised  their  powers  without  any  great  in  discretion.     Il 
ift  evident  that  tbej  h^Te  followed  their  own  piinciple  with 
extpsme  eaution.  In  the  present  it&te  of  the  law,  thej  haf« 
the  power,  without  anj  control  whaterert  of  increasing  or 
redudng  the  ciroilatioo  in  any  degree  they  may  think 
proper :  a  power  which  should  neither  be  intrusted  to  tto 
State  itself,  nar  to  any  body  in  it ;  as  there  can   be  no 
•eeurity  for  the  uniformity  in  the  value  of  the  currency, 
when  its  augmiantation  or  diminution  depeudst  solely  on 
the  will  of  the  issuers.     That  tie  Bank  have  the  power  of 
reducing  the  circulation  to  the  very  narrowest  limits  wiU 
not  be  denied,  even  by  those  who  agree  in  opinion  with 
the  directors,  that  they  have  not  the  power  of  adding 
indefinitely  to  its  quantity.     Though  I  am  fully  assured, 
that  it  is  both  against  the  interest  and  the  wish  of  the 
Bank  to  exercise  this  power  to  the  detriment  of  the  public, 
yetp  when  I  contemplate  the  evil  consequences  which  might 
ensue  from  a  sudden  and  great  reduction  of  the  circulation, 
as  well  as  from  a  great  addition  to  it,  I  cannot  but  depra- 

general  feeling  of  insecurity  brought  about  by  the  French  advance 
and  the  rumoors  of  its  possible  consequence.  In  view  of  a  still 
further  run,  in  addition  to  that  whidi  tliey  had  experienced,  the 
directors,  February  26th,  1797,  obtained  permission  to  abstain  from 
pa>inent  of  their  notes  in  cash.  '  On  Saturday,  25tli,  they  had  only 
£1,272,000  in  coin  and  bullion  to  meet  their  liabilities.  Rieardo 
was  probably  miBUken  as  to  what  might  have  happened  bad  they 
eontuiaed  to  pay  in  cash.] 


^ 
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cftte  tlie  tMoiitj  with  which  tlie  SUta  hat  armed  the  Bank 
with  eo  f onnidable  a  prerogatiTe. 

**  The  ineooTenienoe  to  which  country  banks  were  eub- 
jeded  beforo  the  reatriction  on  cash  pajments»  must,  at 
tioiest  have  been  Terj  great.  At  all  periods  cl  alarm,  or 
dC  expected  alarm,  they  must  hare  been  under  the  necessity 
of  proTiding  themselTes  with  guineas,  that  they  might  be 
prepared  for  ereiy  ezigencj  which  might  occur.  Ouineas, 
€»n  these  occarions,  were  obtained  at  the  Bank  in  exchange 
for  the  larger  notes,  and  were  conTeyed  by  some  ounfiden- 
tial  agent,  at  expense  and  risk,  to  the  country  bank.  After 
performing  the  offices  to  which  they  were  destined,  they 
found  their  way  again  to  London,  and  in  all  probabilitj 
were  again  loc^^  in  the  Bank,  prorided  they  had  not 
suffered  such  a  loss  of  weight,  as  to  reduce  them  below  the 
legal  standard. 

**If  the  plan  now  proposed,  of  paying  Bank  notes  in 
VuUion,  be  adopted,  it  would  be  necessary  either  to  extend 
the  same  pririlege  to  country  banks,  or  to  make  Bank 
notes  a  le^  tender,  in  which  latter  case,  there  would 
be  no  alteration  in  the  law  respecting  country  banks, 
as  they  would  be  required,  precisely  as  they  now  are,  to 
pay  their  notM,  when  demanded,  in  Bank  of  England 
notes. 

*'The  earing  which  would  take  place,  from  not  submitting 
the  guineas  to  the  loss  of  weight,  from  the  friction  which 
they  must  undergo  in  their  repeated  journeys,  as  well  as 
of  the  expenses  of  couTeyance,  would  be  considerable ;  but 
bj  fMT  the  greatest  advantage  would  result  from  the  per- 
maaent  supply  of  the  country,  as  well  as  of  the  London 
circulation,  as  fiir  as  the  smaller  payments  are  concerned, 
being  prorided  in  the  Tery  cheap  medium,  paper,  instead 
of  the  very  Taluable  medium,  gold ;  thereby  enabling  the 
country  to  derive  all  the  profit  which  may  be  obtained  by 
the  productire  employment  of  a  capital  to  that  amount. 
Wo  should  surely  not  be  justified  in  rejecting  so  decided  a 
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benefit^  uiileat  some  apeci£c  Looonvenienca  could  be  poiiited 
out  M  lilceljr  to  follow  £rom  adopting  the  cheaper  we- 
dium;*] 

A  curreiicj  it  in  its  most  perfect  state  when  it  oonsisU 
wholljr  of  paper  mooeji  but  of  paper  monej  of  an  equal 
f  alue  with  the  gold  'W^hich  it  prof  esses  to  represents  The 
use  of  paper  iustead  of  gold^  substitutes  the  cheapest  in 
place  of  the  most  expensiTe  medium,  and  enables  the 
country,  without  loss  to  any  individual,  to  exrh&nge  all 
the  gold  which  it  before  used  for  this  purpose,  for  law 
materials,  utensils,  and  food ;  by  the  use  of  which*  both  its 
wealth  and  its  enjoyments  are  increased. 

§  128,  In  a  national  point  of  Tiew,  it  is  of  no  im* 
portance  whether  the  iisuers  of  this  well  reflated  paper 
money  Ije  the  QoTerament  or  a  Bank,  it  will,  on  the 
whole«  be  equally  productive  of  riches,  whether  it  be 
issued  by  one  or  by  the  other;  but  it  is  not  so  with 
respect  to  the  interest  of  IndiTiduals.  lu  a  country  where 
the  market  rate  of  interest  is  7  per  cent,  and  where  the 
State  requires  for  a  particular  eipeoBe  ^£70,000  per 
annum,  it  is  a  question  of  importance  to  the  individuals 
of  that  country,  whether  they  must  be  taxed  to  pay  this 
JS70,000  per  annum,  or  whether  they  could  raise  it  without 
taics.  Suppose  that  a  million  of  money  should  be  required 
to  fit  out  an  expedition.  If  the  State  issued  a  million 
of  paper,  and  displaced  a  million  of  coin,  the  expedition 
would  bo  fitted  out  without  any  charge  to  the  people  ;  but 
if  a  Bank  issued  a  million  of  paper,  a^id  lent  it  to  G-ovem- 
ment  at  7  per  cent.,  thereby  displacing  a  million  of  coin, 
the  country  would  be  charged  with  a  continual  tax  of 
X70.000  per  annum :  the  people  would  pay  the  tax,  the 
Bank  would  receive  it,  and  the  society  would  in  either  case 
be  as  wealthy  as  before ;  the  expedition  would  have  been 
really  fitted  out  by  the  improvement  of  our  system,  bj 
rendering  capital  of  the  value  of  a  million  productire 
in  the  form  of  commodities,  instead  of  letting  it  remain 
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VBproduetiTe  in  tlie  form  of  coin ;  but  the  adTaatage 
would  alwaTi  be  in  faTonr  of  the  iaeuen  of  paper ;  and  as 
the  State  lepreeente  the  people,  the  people  would  hare 
»Ted  the  tax,  if  they,  and  not  the  Bank,  had  iiaued  this 
Bullion. 

I  hare  already  obeerred,  that  if  there  were  perfect 
•eeoritjr  that  the  power  of  issuing  paper  money  would  not 
be  abused,  it  would  be  of  no  importance  with  respect  to 
the  riches  of  the  country  coUectiTely,  by  whom  it  was 
ivaed ;  and  I  haTe  now  shown  that  the  public  would  hare 
m  direct  interest  that  the  issuers  should  be  the  State,  and 
aot  a  company  of  merchants  or  bankers.  The  danger, 
howerer,  is,  that  this  power  would  be  more  likely  to  be 
•bused,  if  in  the  hands  of  OoTemment,  than  if  in  the 
hands  of  a  banking  company.  A  company  would,  it  is 
flud,  be  more  under  the  control  of  law,  and  although  it 
might  be  their  interest  to  extend  their  issues  beyond  the 
bounds  of  discretion,  they  would  be  limited  and  checked 
by  the  power  which  indiriduals  would  hare  of  calling  for 
bullion  or  specie.  It  is  argued  that  the  same  check  would 
not  be  long  respected,  if  OoTemment  had  the  pririlege  of 
issuing  money ;  that  they  would  be  too  apt  to  consider 
pieeent  conrenience,  rather  than  future  security,  and 
ought,  therefore,  on  the  alleged  gpnounds  of  expediency, 
be  too  much  inclined  to  remore  the  checks,  by  which  the 
amount  of  their  issues  was  controlled. 

Under  an  arbitrary  Ooremment,  this  objection  would 
hare  great  force;  but,  in  a  free  country,  with  an  en- 
lightened legislature,  the  power  of  issuing  paper  money, 
under  the  requisite  checks  of  conrertability  at  the  will  of 
the  holder,  might  be  safely  lodged  in  the  hands  of  com- 
■issioners  appointed  for  that  special  purpose,  and  they 
might  be  made  totally  independent  of  the  control  cMf 
ministers. 

The  sinking  fund  is  managed  by  commissioners,  respon- 
sible cmij  to  pariiamenti  and  the  investment  of  the  money 
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entrusted  to  their  charge,  proceeds  with  the  utmoei  regu- 
larity ;  what  reason  can  there  be  to  doubt  that  the  iMoes 
of  paper  money  might  be  regulated  with  equal  fiddity,  if 
placed  under  similar  management  ? 

§  129.  It  may  be  said,  that  although  the  advantage 
accruing  to  the  State,  and,  therefore,  to  the  public,  from 
issuing  paper  money,  is  sufficiently  manifest^  as  it  would 
exchange  a  portion  of  the  national  debt,  on  which  interest 
is  paid  by  the  public,  into  a  debt  bearing  no  interest;  yet 
it  would  be  disadvantageous  to  commerce,  as  it  would 
preclude  the  merchants  from  borrowing  money*  and 
getting  their  bills  discounted,  the  method  in  which  Bank 
l>aper  is  partly  issued. 

This,  however,  is  to  suppose  that  money  could  not  be 
borrowed,  if  the  Bank  did  not  lend  it,  and  that  the  market 
rate  of  interest  and  profit  depends  on  the  amount  of  the 
issues  of  money,  and  on  the  channel  through  which  it  is 
issued.  But  as  a  coimtry  would  have  no  deficiency  of 
cloth,  of  wine,  or  any  other  commodity,  if  they  had  the 
means  of  paying  for  it,  in  the  same  manner  neither  would 
there  be  any  deficiency  of  money  to  be  lent,  if  the  bor* 
rowers  offered  good  security,  and  were  willing  to  pay  the 
market  rate  of  interest  for  it 

In  another  part  of  this  work,  I  have  endeavoured  to 
show,  that  the  real  value  of  a  commodity  is  regulated,  not 
by  the  accidental  advantages  which  may  be  enjoyed  by 
some  of  its  producers,  but  by  the  real  difficulties  en* 
countered  by  that  producer  who  is  least  favoured.  It  ia 
so  with  respect  to  the  interest  for  money ;  it  is  not 
regulated  by  the  rate  at  which  the  Bank  will  lend,  whether 
it  be  5,  4r,  or  3  per  cent.,  but  by  the  rate  of  profits  which 
can  be  made  by  the  employment  of  capital,  and  which  is 
totally  independent  of  the  quantity,  or  of  the  value  of 
money.  Whether  a  Bank  lent  one  million,  ten  million, 
or  a  hundred  millions,  they  would  not  permanently  alter 
the  market  rate  ci  interest;  they  would  alter  only  the 
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Talue  cl  tiie  money  which  thej  thiu  iisued.  In  one  caae, 
10  or  SO  times  m<ne  monej  might  be  required  to  carry  on 
the  Hune  busineit,  than  what  might  be  required  in  the 
other.  The  applications  to  the  Bank  for  money,  then, 
depend  on  the  comparieon  between  the  rate  of  profits  that 
may  be  made  by  the  employment  of  it,  and  the  rate  at 
which  they  are  willing  to  lend  it.  If  they  charge  less 
than  the  market  rate  of  interest,  there  is  no  amount  of 
moMy  which  they  might  not  lend, — ^if  they  charf<e  more 
than  that  rate,  none  but  spendthrifts  and  prodigals  would 
be  found  to  borrow  of  them.  We  accordingly  find,  that 
when  the  market  rate  of  interest  exceeds  the  rate  of  5  per 
eeat.  at  which  the  Bank  uniformly  lend,  the  discount  office 
is  besieged  with  api^icants  for  money ;  and,  on  the  con- 
traiy,  when  the  market  rate  is  eren  temporarily  under 
5  per  cent.,  the  clerks  of  that  office  hare  no  employment. 

The  reason,  then,  why  for  the  last  twenty  years,  the 
Bank  is  said  to  hare  given  so  much  aid  to  commerce,  by 
assisting  the  merchants  with  money,  is,  because  they  have, 
during  that  whole  period,  lent  money  below  the  market 
.  rate  of  interest ;  below  that  rate  at  which  the  merchants 
could  have  borrowed  elsewhere ;  but,  I  confess,  that  to  me 
this  seems  rather  an  objection  to  their  establishment,  than 
an  argument  in  favour  of  it. 

What  should  we  say  of  an  establishment  which  should 
regularly  supply  half  the  clothiers  with  wool  under  the 
market  price  ?  Of  what  benefit  would  it  be  to  the  com- 
munity ?  It  would  not  extend  our  trade,  because  the  wool 
would  equally  have  been  bought  if  they  had  charged  the 
market  price  for  it.  It  would  not  lower  the  price  of  cloth 
to  the  consumer,  because  the  price,  as  I  have  said  before, 
would  be  regulated  by  the  cost  of  its  production  to  those 
who  were  the  least  favoured.  Its  sole  effect,  then,  would 
\m,  to  swell  the  profiu  of  a  part  of  the  clothiers  beyond 
the  general  and  common  rate  of  profits.  The  establish- 
ment would  be  deprived  of  its  fair  profits,  and  another 
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part  of  the  community  would  be  in  the  same  degree 
benefited.  Now  this  ie  preeiselj  the  effect  of  our  ^^^»^™g 
establishments;  a  rate  of  interest  is  fixed  by  the  law 
below  that  at  which  it  can  be  borrowed  in  the  market* 
and  at  this  rate  the  Bank  are  required  to  lend,  or  not  to 
lend  at  all.  From  the  nature  of  their  establishment,  thej 
have  large  funds  which  thej  can  only  dispose  of  in  this 
waj ;  and  a  part  of  the  traders  of  the  country  are  nnfairiy, 
and  for  the  country,  unprofitably  benefited,  by  being 
enabled  to  supply  themselTes  with  an  instrument  of  trader 
at  a  less  charge  than  those  who  must  be  influenced  only 
by  ^  market  price. 

The  whole  business,  which  the  whole  community  can 
carry  on,  depends  on  the  quantity  of  its  capital,  that  is»  of 
its  raw  material,  machinery,  food,  Tessels,  etc,  employed 
in  production.  After  a  well  regulated  paper  money  is 
established,  these  can  neither  be  increased  nor  diminished 
by  the  operations  of  banking.  If,  then,  the  State  were  to 
issue  the  paper  money  of  the  country,  although  it  should 
nerer  discount  a  bill,  or  lend  one  shilling  to  the  public, 
there  would  be  no  alteration  in  the  amount  of  trade ;  for 
we  should  have  the  same  quantity  of  raw  materials,  of 
machinery,  food,  and  ships ;  and  it  is  probable,  too,  that 
the  same  amount  of  money  might  be  lent,  not  always  at 
5  per  cent,  indeed,  a  rate  fixed  by  law,  when  that  might 
be  under  the  market  rate,  but  at  6,  7,  or  8  per  cent.,  the 
result  of  the  ^r  competition  in  the  market  between  the 
lend^nrs  and  the  borrowers. 

Adam  Smith  speaks  of  the  adrantages  deriTod  by 
merchants  from  the  superiority  of  the  Scotch  mode  of 
affording  accommodation  to  trade,  over  the  English  mode, 
by  means  of  cash  accounts.*  These  cash  accounts  are 
credits  giren  by  the  Scotch  banker  to  his  customers,  in 
addition  to  the  Ulls  which  lie  discounts  for  them ;  but,  as 

^  [McCnUoeh  inserU  *«  a.**]     •  [Bk.  iL,  e.  iL,  p^  190  b-.122  a.] 


SM  nuncAL  booiiomt.        [obaf.  xzm. 


tt»  lMUifar»  ia  iifopoftioa  as  be  adTmneet  mooej,  and 
ii  iato  covohlmi  in  one  waj,  is  debarred  from 
:  eo  mwA  in  tbe  otbert  it  is  dilBcolt  to  perottre  in 
wbat  tbe  advantage  conaieta  If  tbe  wbole  circulation 
irin  bear  onlj  one  million  ot  paper,  one  million  only  will 
be  drenlaled ;  and  it  can  be  of  no  real  importance  eitber 
to  tbe  banker  or  merdiant,  wbetber  tbe  wbole  be  issned  in 
diaeoonting  biDa.  or  a  part  be  ao  iaened,  and  tbe  remainder 
be  imned  by  meana  cl  tbeee  caab  acconnta.* 

S  130l  It  may  perb^ia  be  neeeamiy  to  aaj  a  few  worda 
on  tbe  anbject  of  tbe  two  metala,  gold  and  ailTer,  wbich 
are  emplojed  in  eorrencj,  particolarlj  at  tbia  questiou 
appears  to  perplei,  in  many  people's  minds,  tbe  pUin  and 
simple  prindplea  ot  currency.  **  In  England/'  says  Dr. 
Sautb,  **  gold  waa  not  conaidered  as  a  legal  tender  for  a 
kng  time  after  it  waa  coined  into  money.  Tbe  proportion 
between  tbe  Talnes  of  gold  and  silrer  money  was  not  fixed 
bj  any  public  law  or  proclamation,  but  was  left  to  be 
settled  hj  tbe  market.  If  a  debtor  offered  payment  in 
gold,  tbe  creditor  migbt  eitber  reject  sucb  payment  alto- 
getber,  or  accept  of  it  at  sucb  a  raluation  of  the  gold,  as 
be  and  bis  debtor  could  agree  upon."  * 

In  tbia  state  of  tbings  it  is  erident  tbat  a  guinea  migbt 
aometimea  pass  for  22#.  or  more,  and  sometimes  for  18«. 
or  less,  depending  entirely  on  tbe  alteration  in  tbe  relatire 
market  Talue  of  gold  and  silrer.  All  tbe  rariations,  too. 
in  tbe  Talue  of  gold,  as  well  as  in  tbe  ralue  of  silTer. 
would  be  rated  in  tbe  gold  coin, — it  would  appear  as  if 

*  [la  Ibsory  Rieardo  it  ri^i ;  but  the  applkabiliiy  of  thai 
theory  to  praeties  rests  on  the  sopposiiioiui  thai  the  roohility  of 
capital  ie  eoanplete,  and  that  uader  the  EagUth  t.viitei»  email  but 
liiiag  iBanafertaiere  can  ohtaia  eiedit  ae  eeeily  aader  the  EagUab 
m  under  the  Scotch  ffyeteaiL  Tbie  wee  ia  all  probability  nW  the 
erne.  Still  leee  eoold  it  be  eo  after  the  ehaage  eagpei^fd  by 
Bfaaitio,  aad  praetieally  carried  iato  cflbet,  eo  far  as  baake  are 
eeneeraed,  by  the  Act  of  IS44.] 

•CBk.1    a.r^p.MKl 
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sHrer  was  inTariable,  and  as  if  gold  onlj  was  snbjad 
rise  and  fall.  Thus,  although  a  guinea  passed  for  1 
instead  of  18«.»  gold  might  not  hare  Taried  in  Talne; 
▼ariation  might  hare  been  whollj  confined  to  tlie  aib 
and  therefore  22«.  might  hare  been  cl  no  more  Talne  tl 
18s.  were  before.  And,  on  the  oontraiy,  the  whole  Tai 
tion  might  have  been  in  the  gold:  a  g^uinea,  whidi  i 
worth  IBs,,  might  have  risen  to  the  Talue  of  22s. 

If  now  we  suppose  this  silver  currenqr  to  be  debai 
by  clipping,  and  also  increased  in  quantity,  n  goii 
might  pass  for  80«.;  for  the  silver  in  80«.  of  such  debai 
money  might  be  of  no  more  value  than  the  gold  in  < 
guinea.  By  restoring  the  silver  currency  to  its  IE 
value,  silver  money  would  rise :  but  it  would  appear  ai 
gold  fell,  for  a  guinea  would  probably  be  of  no  more  val 
than  21  of  such  good  shillings. 

If  now  gold  be  also  made  a  legal  tender,  and  ev^ 
debtor  be  at  liberty  to  discharge  a  debt  by  the  payment 
420  shillings,  or  twenty  guineas  for  every  je21  that 
owes,  he  will  pay  in  one  or  the  other  according  as  he  c 
most  cheaply  discharge  his  debt.  If  with  five  quarters 
wheat  he  can  procure  as  much  gold  bullion  as  the  3£ 
will  coin  into  twenty  guineas,  and  for  the  same  wheat 
much  silver  bullion  as  the  Mint  will  ooin  for  him  into  4 
shillings,  he  will  prefer  paying  in  silver,  because  he  would 
a  gainer  of  ten  shillings  by  so  paying  his  debt.  But  if, 
the  contrary,  he  could  obtain  with  his  wheat  as  mx 
gold  as  would  be  coined  into  twenty  guineas  and  a  hi 
and  as  much  silver  only  as  would  coin  into  420  shillin 
he  would  naturally  prefer  paying  his  debt  in  gold.  If  t 
quantity  of  gold  which  he  could  procure  could  be  coix 
only  into  twenty  guineas,  and  the  quanti^  of  silver  into  4 
shillings,  it  would  be  a  matter  of  perfect  indifference  to  h 
in  which  money,  silver  or  gold,  it  was  that  he  paid  his  de 
It  is  not  then  a  matter  of  chance ;  it  is  not  because  gold 
better  fitted  for  carrying  on  the  circulation  <rf  a  ri 
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country.  Uiat  gold  U  erer  preferred  for  the  purpoee  of  pay- 
ing debte ;  bat^  eimpl j,  becanee  it  it  the  interest  of  the 
debtor  eo  to  pa j  them* 

During  a  long  period  prerious  to  1797,  the  jear  of  the 
restriction  on  the  Bank  payments  in  coin*  gold  was  so 
Aeapb  compared  with  sUrer,  that  it  suited  the  Bank  of 
RngiaiMJ,  and  all  other  debtors,  to  purchase  gold  in  the 
markot,  and  not  silTcr,  for  the  purpose  of  carrying  it  to 
the  Hint  to  be  coined,  as  thej  could  in  that  coined  metal 
more  cheaply  discharge  their  debts.  The  silTer  currency 
was,  during  a  great  part  of  this  period,  Teiy  much  debased  ; 
but  it  exited  in  a  degree  of  scarcity,  and,  therefore,  on 
the  principle  which  I  haTc  before  ezphuned,  it  nerer  sunk 
in  its  current  Talue.  Though  so  debased,  it  was  still  the 
interest  of  debtors  to  pay  in  the  gold  coin.  If,  indeed,  the 
quantity  of  this  debased  silTer  coin  had  been  enormously 
great,  or  if  the  Mint  had  issued  such  debased  pieces,  it 
might  haTe  been  the  interest  of  debtors  to  pay  in  this 
debased  money ;  but  its  quantity  was  limited,  and  it  sus- 
tained its  ^alue,  and,  therefore,  gold  was  in  practice  the 
real  standard  of  currency. 

That  it  was  so,  is  no  where  denied ;  but  it  has  been  con- 
tended, that  it  was  made  so  by  the  law,  which  declared 
that  silTer  should  not  be  a  legal  tender  for  any  debt 
exceeding  JK25,  unless  by  weighty  according  to  the  Mint 
standard.' 

But  this  law  did  not  preTent  any  debtor  from  paying 
his  debt,  howerer  large  its  amount,  in  silTer  currency 
fresh  from  the  Mint;  that  the  debtor  did  not  pay  in 
this  metal,  was  not  a  matter  of  chance,  nor  a  matter  of 
compulsion,  but  wholly  the  effect  of  choice ;  it  did  not  suit 
him  to  take  silTer  to  the  Mint,  it  did  suit  him  to  take  gold 
thither.  It  is  probable,  that  if  the  quantity  of  this  debased 
silTer  in  circulation  had  been  enormously  great,  and  also 
a  legal  tender,  that  a  guinea  would  haTe  been  again  worth 
>  [Until  MGea  III.,  cea.] 
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thirtgr  Bbillingv^  bat  it  would  hare  been  the  dabftiedt^ 
Uiig  Ih&t  woiiM  b&Te  fallen  in  r&luep  a&d  iKit  th«  guiMl 
tWt  hiul  riften. 

It  appc&rs,  then,  that  wMlst  each  of  the  two  metali  wm 
equ^lf  »  Ic^ol  tender  for  debt«  o£  smy  amount*  we  va( 
subject  to  a  coattant  duoigc  in  the  principal  staodaij 
measure  of  Taluc.  It  would  ftometimes  be  gold,  someumfl 
AitTfiTr  depcudiug  entirolj  on  the  TariatiooA  in  the  nUli 
value  of  tb€  twa  m^tak;  and  at  such  times  the  uia 
whieh  wai  not  the  standard,  would  be  melted,  and  mitk 
drawn  from  circulationt  as  its  value  would  be  ^ivater  it 
buliiou  than  in  coin.  This  was  an  incoavemence,  whidi  i 
was  highlj!  desirable  should  be  remedied ;  but  no  sJow  i 
the  progn^s  of  itnproTemeDt,  that  although  it  had  beefl 
imanswerably  demonstrated  by  Mr,  Locke/  and  had  been 
noticed  by  all  writers  on  the  aubject  of  mone/  since  hii 
day,  a  better  system  was  never  adapted  till  the  aession  <d 
Parliament,  1816,  when  it  was  enacted  that  gold  onlj 
should  be  a  legal  tesider  for  anj  sum  eicoeeding  for^ 
■hillings. 

Dr.  Smith  does  not  appear  to  have  been  quite  awan 
of  the  effect  of  employing  two  metals  as  curreucy,  and  both 
a  legal  tender  for  debts  of  any  amount ;  for  he  says,  that 
*'  in  reality,  dui-ing  the  continuance  of  any  one  regulated 
proportion  between  the  respectiTo  yalues  of  the  different 
metals  in  cK)in,  the  value  of  the  most  predous  metal  rega- 
lates  the  value  of  the  whole  coin/' '     Because  gold  wai 

'  [**  Some  Considerations  ox  the  Consequences  of  the  lowering  of 
Interest  and  raising  tho  Value  of  Money,'*  2nd.  edition,  1006.  See 
especially  conclusion,  on  p.  171 :  "I  will  confidently  affirm,  that  it  is 
the  interest  of  every  country  that  all  the  current  money  of  it  should 
he  of  one  and  the  same  metal ;  that  the  several  species  should  be  all 
of  the  same  alloy,  and  none  of  a  baser  mixture ;  and  that  the  stan- 
dard once  thus  settled,  should  be  inviolably  and  immutably  kept 
to  peipetuity.  **  Ci  "  Further  Considerations  conoeming  raising  the 
Value  of  Money/'  p.  20,  eta] 

"  [Bk.  L,  e.  v.»  p.  17  a,  h.     This  of  course  is  the  contrary  to 
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mim  hit  daj  tba  medimii  in  which  it  suited  debtors  to  paj 
tWr  debts,  he  thought  that  it  hid  some  inherent  quality 
Ui  %j  whieh  it  did  then,  and  always  would  regulate  the  Talue 
f/i  9t  sihrer  coin* 

'm       On  the  reformation  of  the  gold  coin  in  1774,  a  new 

i   guinea  fresh  from  the  Mint^  would  exchange  for  only 

j^    twenty-one  debased  shillings ;  but  in  the  reign  of  King 

r     limiiam,  when  the  silTer  coin  was  in  precisely  the  same 

•ooditioo,  a  guinea  also  new  and  fresh  from  the  Hint 

would  exchange  for  thirty  shillings.    On  this  Mr.  Buchanan 

obeenres,  ** Here,  then,  is amost  singular  &ct,  of  which  the 

oommon  theories  of  currency  offer  no  account;  the  guinea 

•xdianging  at  one  time  for  thirty  shillings,  its  intrinsic 

worth  in  a  debased  silTcr  curren^,  and  afterwards  the 

■ame  guinea   exchanged  for  only  twenty-one  of  thoee 

debased  shilUngs.    It  is  dear  that  some  great  change  must 

have  interrened  in  the  state  of  the  currencj  between  these 

two  different  periods,  of  which  Dr.  Smith's  hypothesis 

offers  no  explanation.^ ' 

It  appears  to  me,  that  the  difficulty  may  be  Tery  simply 
solved,  by  referring  this  different  state  of  the  Talue  of  the 
guinea  at  the  two  periods  mentioned,  to  the  different 
qtMmiUiet  of  debased  silrer  currency  in  circulation.  In 
King  "^iniliam's  reign  gold  was  not  a  legal  tender;  it  passed 
only  at  a  couTentional  Talue.  All  the  large  payments 
were  probably  made  in  silTer,  particularly  as  paper  cur- 
rency, and  the  operations  of  banking,  were  then  little 
understood.  The  quantity  of  this  debased  silTer  money 
exceeded  the  quantity  of  silTer  money,  which  would  have 
been  maintained  in  circulation,  if  nothing  but  undebased 
monej  had  been  in  use ;  and,  consequently,  it  was  depre- 
cialed  as  well  as  debased.  But  in  the  succeeding  period 
when  gold  was  a  legal  tender,  when  Bank  notes  also  were 

fsek    The  true  Tiew  was  sitabUshedliyBirTboiiiaiGrtskaBk  Ct 
Lsdce,  **8oaie  CwMidtmHoin, '  etc.,  ss  above,  pp.  160,  IM.] 
>  pmilh,  ed.  Beirlissss,  ISli,  toL  L,  pi  64,  aote^] 
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Tb  a  modermie  MigBortge  on  the  ooinage  of  monej 
cuinoi  be  much  objection*  {wrtieuUrly  on  that  ear- 
^MBeif  whidi  U  to  effect  the  unaUer  pajmenta.    Honej  is 
^IfaBenllj  enhMiowl  in  Talne  to  the  full  amount  of  the 
^  aeigBoiage^  and.  therefore,  it  ia  a  tax  which  in  no  way 
^  eSeele  thoee  who  paj  it,  while  the  quantity  of  monej  ia 
"^  aoi  in  eseeea.    It  muat,  howerer,  be  remarked,  that  in  a 
^  «o«iti7  where  a  paper  currencj  ia  established,  although 
^    ikm  issnsrs  of  sndi  paper  should  be  liable  to  pa j  it  in  specie 
^    ea  the  demand  of  the  holder,  still,  both  their  notes  and 
'     Ae  coin  aught  be  depreciated  to  the  full  amount  of  the 
•eignorage  on  that  coin,  which  is  akme  the  legal  tender, 
beCoie  the  dieek,  which  limits  the  circulation  of  paper, 
would  operate.    If  the  seignorage  of  gold  coin  were  5  per 
cent,  for  instance,  the  currencj,  bj  an  abundant  issue  of 
Bank  notes,  might  be  reaUj  depreciated  5  per  cent,  before 
it  would  be  the  interest  of  the  holders  to  demand  coin  for 
the  purpose  of  melting  it  into  bullion ;  a  depreciation  to 
whieh  we  should  nerer  be  exposed,  if  either  there  was 
no  seignonige  on  the  gold  coin ;  or,  if  a  seignorage  were 
allowed,  the  holders  of  Bank  notes  might  demand  bullion,  / 

and  not  coin,  in  exchange  for  them,  at  the  Mint  price  of 
Ja  17s.  lO^d.  Unless,  then,  the  Bank  should  be  obliged 
to  paj  their  notes  in  bullion  or  coin,  at  the  will  of  the 
holder,  the  late  law  which  allows  a  seignorage  of  6  per 
esnt,  or  four-pence  per  oa.,  on  the  sUrer  coin,  but  which 
directs  that  gold  shall  be  coined  bj  the  Mint  without  any 
charge  whatever,  is  perhaps  the  most  proper,  as  it  will 
most  effoftnally  prerent  any  unnecessary  Tariation  of  the 

CWSBi^. 
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countries  where  lAbour  ii  equallj  well  rewarded,  the  mone/ 
price  of  labour  will  be  in  proportioD  to  that  of  the  sub- 
witenee  of  the  labourer.  But  gold  and  lilTer  will  natorall j 
exchange  for  a  greater  quantity  of  eubeietenoe  in  a  rich 
than  in  a  poor  eonntfy ;  in  a  oonntfy  which  abounds  with 
mbnetence*  than  in  one  which  it  but  indifferently  eupplied 
with  it*'' 

But  com  it  a  commodity,  as  well  as  gold,  silTer,  and 
other  things;  if  all  commodities,  therefore,  hare  a  high 
esdiangeaUe  Talue  in  a  rich  countiy,  com  must  not  be 
ocepted;*  and  hence  we  might  correctlj  saj,  that  com 
exdianged  for  a  great  deal  of  monej,  because  it  was  dear, 
and  that  monej*  too,  exchanged  for  a  great  deal  of  com, 
because  that  also  was  dear;  which  is  to  assert  that  com  is 
dear  and  cheap  at  the  same  time.  No  point  in  political 
ecoDom J  can  be  better  established,  than  that  a  rich  country 
is  prerented  from  increasing  in  population,  in  the  same 
ratio  as  a  poor  country,  by  the  progressire  difficulty  of 
proriding  food.  That  difficulty  must  necessarily  raise  the 
relatire  price  of  food,  and  give  encouragement  to  its  im- 
portation. How  then  can  money,  or  gold  and  silTcr,  ex- 
change for  more  com  in  rich,  than  in  poor  countries  ?  It 
is  only  in  rich  countries,  where  com  is  dear,  that  land- 
holders induce  the  legislature  to  prohibit  the  importation 

not  howefsr  take  into  eomideraUoii  the  action  ol  the  law  ol 
dimiakhiag  retara. 

This  msia  argwDent,  distinguishing  ss  it  does  between  the  re- 
lation ol  prinuuy  and  Mooodary  oommodiUos,  Rieardo  pays  no 
attention  ta  He  atUcks  iKilated  sentences  often  throngh  a  mis- 
eonesption  ss  to  their  meaning.  He  does  not  admit  what  ii 
appamt  throngbont  Smith's  argvment,  the  deAnition  ol  a  rich 
eenaliy  ss  a  conntry  in  wbieh  snbsistenoe  is  plsatifaL] 

*[Bk.iL,e.xL,p.80a.] 

'  [This  is  a  misiatsrpteUlion  d  Bmith'b  langnsge.    Tbs**eTery 
thfaNT*  «^  ''if  lelsr  to  the  partieakr  commodity  whidi  the 
eaa  best  aflwd,  and  BMwt  not  be  eonsmsd  in  ( 
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•oiuitfj  lit  natund  price,  m.,  that  price  which  is  neceeearjr 
to  iU  piodiietioii,  and  without  which  it  could  not  be  culti- 
Tiled:  it  ie  this  price  which  gorems  its  market  price*  and 
which  determinee  the  eipedien^  of  exporting  it  to  foreign 
eonntries.  If  the  importation  of  com  were  prohibited  in 
En^and,  it*  natnnd  price  might  riae  to  £6  per  quarter  in 
England,  whilst  it  was  onlj  at  half  that  price  in  France. 
If  at  this  time,  the  prohiUtion  of  importation  were  re* 
mored,  com  would  fall  in  the  English  market,  not  to  a 
price  between  £6  and  JB8,  but  ultimately  and  permanently 
to  the  natural  price  of  France,  the  price  at  which  it  could 
be  furnished  to  the  English  market,  and  afford  the  usual 
and  ofdinary  profits  of  stock  in  France ;  and  it  would  re* 
main  at  this  price,  whether  England  consumed  a  hundred 
thousand,  or  a  million  of  quarters.  If  the  demand  of 
England  were  for  the  latter  quantity,  it  is  probable  that, 
owing  to  the  necessity  under  which  France  would  be,  of 
haring  recourse  to  land  of  a  worse  quality,  to  furnish  this 
large  supply,  the  natural  price  would  rise  in  France ;  and 
this  would  of  course  affect  also  the  price  of  com  in  Eng* 
huid.  All  that  I  contend  for  is,  that  it  is  the  natural  price 
of  commodities  in  the  exporting  country,  which  ultimately 
regulates  the  prices  at  which  they  shall  be  sold,  if  they 
are  not  the  objects  of  monopoly,  in  the  importing 
country. 

But  Dr.  Smith,  who  has  so  ably  supported  the  doctrine 
of  the  natural  price  of  commodities  \Utimately  regulating 
their  market  price,  has  supposed  a  case  in  which  he  thinks 
that  the  market  price  would  not  be  regulated  either  bj  the 
natural  price  of  the  exporting  or  of  the  importing  country. 
"Diminish  the  real  opulence  either  of  Holland,  or  the 
territory  of  Oenoa,**  he  says,  ''while  the  number  of  their 
inhabitants  remains  *^^  same;  dimiiiitb  their  power  of 
■applying  themselTes  from  distant  countries,  and  the  price 
of  com,  instead  of  sinking  with  that  diminution  in  the 
fnaality  of  their  silver  which  must  nsesssarily  accompany 


*"»«•  of    *^**  tt 
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opukiice  mad  prosperity,  whieh  are  always  timee  of  great 
abundance,  for  they  oould  not  otherwiee  be  times  of 
opolenoe  and  prosperity.  Com  is  a  necessary,  sUtct  is 
only  a  saperfloity.**  * 

Two  propositions  aro  bero  adranced,  wbich  bare  no  con- 
nenon  witb  eaeb  otber ;  one,  tbat  under  tbe  drcumstanoes 
supposed,  com  would  command  moro  labour,  wbicb  is  not 
diqmted;  tbe  otber,  tbat  com  would  sell  at  a  bigber 
money  price,  tbat  it  would  excbange  for  more  silTcr;  tbis 
I  contend  to  be  erroneous.  It  migbt  be  true,  if  com  were 
at  tbe  same  time  soaree^if  tbe  usual  supply  bad  not  been 
f uraisbed.  But  in  tbis  case  it  is  abundant ;  it  is  not  pre- 
tended tbat  a  less  quantity  tban  usual  is  imported,  or  tbat 
moro  is  requirod.  To  purebase  com,  tbe  Dutcb  or  Genoese 
want  money,  and  to  obtain  tbis  money,  tbey  aro  obliged  to 
sell  tbeir  superfluities.  It  is  tbe  market  value  and  price 
of  tbese  superfluities  wbicb  falls,  and  money  appears  to 
riss  as  compared  witb  tbem.  But  tbis  will  not  tend  to 
incrtase  tbe  demand  for  com,  nor  to  lower  tbe  ralue  of 
money,  tbe  only  two  causes  wbicb  can  raise  tbe  price  of 
com.'    Honey,  from  a  want  of  credit^  and  from  otber 

•  [Bk.  i.,  c  xL,  p.  eo  b.] 

*  [Thii  aitidMii  tendt  lo  Ulaslrate  the  foregoing  SMeitioo  (note, 
pi  961),  that  Rieardo  failed  lo  gnuip  tbe  particular  object  of  Adam 
Smith's  argumeot.  Smith  urged  that  in  times  of  proeperity,  super- 
flaitiee,  among  whieh  he  laeltidee  silver,  the  material  of  money, 
woald  be  more  in  demand  than  in  times  of  poverty.  Now  when  a 
eoaatry  is  redneed  from  the  former  to  the  latter  condition,  the 
onperflaities  will  fall  in  valne  compared  to  the  neceetaries. 
llssswfsd  by  labo«r*valnee,  Rieardo  admite  the  rise  of  the  latter, 
sepec  jelly  el  corn,  therefore  Adam  Smith  wonld  have  regarded  his 
wMe  argameat  ae  admitted.  This  argmnent  is  clearly  based  on 
tbe  two  ssenmptkme,  that  the  only  money  is  metallie  money,  and 
tlml  the  eomsMdity  nse  of  silver  stands  ia  high  proportioatoiu 


Tbe  former  and  SMrs  Impoitaat  of  thsse  ssenmplioos  is  rightly 
contfoveffted  by  Rkaido  la  lbs  following  eeatsaes,  ••  Mea^,  from 
awaatelersdtt,''sle.l 
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•coGip&r&Uvelj  with  ooro  ;  but  on  00  jujt  prUidple  cah  it  li| 

iBAinwaed,  that  tmder  auch  eirciJiiistaiieea  monej  -ttoisM 

h%  cbeftpt  u:kd  therefore  that  U»e  price  of  com  w<m]d  me. 

When  W€  tpeak  of  tbe  btgb  or  low  value  of  gold*  a^Tit 
or  All  J  oCli«r  com  modi  tr  m  dlUeteGt  countries,  we  iliouli 
alwaj^A  menttoii  some  medium  in  whicli  we  are  estimat^ 
them*  Of  DO  idea  can  be  attached  to  tbe  propOttitioD.  ThM 
whm  gold  is  iatd  to  be  dearer  iu  England  tbaji  m  Spui 
if  no  commoditj  is  meotioned,  what  notion  doea  tbe  wme^ 
tiou  muwej  y  If  com,  oliree,  oil,  wine,  and  wool*  be  at  I 
cheaper  pric«  in  Spain  than  in  England ;  ettimated  H 
those  eommoditiett  gold  ia  dearer  in  Spain.  If,  sgMi 
hardware*  sugar,  doth,  etc.*  be  at  a  lower  price  in  Ebgkad 
than  in  Spain,  then,  estimated  in  those  commoditiee*  gold 
is  dearer  in  England.  Thus  gold  appears  dearer  or  cbeaper 
in  Spain*  at  the  fancy  of  the  obaerrer  maj  fir  on  ths 
medium  b^  which  he  estimat^a  its  value.  Adam  Smith, 
haTiQg  stamped  com  and  labour  as  an  uniyersai  measuie 
of  Talue.  would  naturallj  estimate  the  comparatire  Talne 
of  gold  bj  the  quantity  of  those  two  objects  for  which  it 
would  exchange :  and,  accordinglj,  when  he  speaks  of  the 
comparatire  value  of  gold  in  two  countries,  I  understand 
him  to  mean  its  value  estimated  in  com  and  labour. 

§  133.  But  we  have  seen  that,  estimated  in  com,  gold 
may  bo  of  very  different  value  in  two  countriea  I  have 
endeavoured  to  show  that  it  will  be  low  in  rich  countries, 
and  high  in  poor  countries ;  Adam  Smith  is  of  a  different 
opinion :  he  thinks  that  the  value  of  gold,  estimated  in 
com,  is  highest  in  rich  countries/    But  without  further 

*  [ThiB  difference  of  opinion  arises  from  the  different  meanings 
attached  to  the  words  *'rich"  and  "poor"  by  the  two  writers. 
Adam  Smith  means  by  "rich."  a  country  "abounding  in  sahsis- 
tence,"  Ricardo,  a  country  densely  populated,  in  which  each 
additional  supply  of  food  has  to  be  raised  hy  means  of  a  dispioiwr- 
tionate  expenditure  uf  effurt.] 
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^flamming  which  of  these  opiniaiu  is  oorreei,  either  of 
them  is  sniBcient  to  show,  that  gold  will  not  necessarilj  be 
lower  in  thoee  oonntries  which  are  in  possession  of  the 
aineSy  though  this  is  a  proposition  maintained  hj  Adam 
Smith.  8niq[K>se  England  to  be  possessed  of  the  mines, 
and  Adam  Smith's  opinion,  that  gold  is  of  the  greatest 
iralne  in  rich  oonntries,  to  be  correct:  although  gold  would 
aatuaUj  flow  from  England  to  aU  other  countries  in  ex- 
diange  for  their  goods,  it  would  not  follow  that  gold  was 
aecessarOj  lower  in  England,  as  compared  with  com  and 
labour,  than  in  those  countries.  In  another  place,  how- 
ever, Adam  Smith  speaks  of  the  precious  metals  being 
necessarilj  lower  in  Spain  and  Portugal,  than  in  other 
parts  of  Europe,  because  those  countries  happened  to  be 
almost  the  exdusiTe  possessors  of  the  mines  which  produce 
them.  **  Poland,  where  the  feudal  sjstem  still  continues 
to  take  place,  is  at  this  day  as  beggarlj  a  country  as  it  was 
before  the  discorerj  of  America.  The  money  price  of  com, 
however,  ka$  risen;  thx  bsal  talus  of  ths  fbbcxous 
UKtALB  HAS  FALLXH  in  Poland,  in  the  same  manner  as  in 
other  parts  of  Europe.  Their  quantity,  therefore,  must 
have  increased  there  as  in  other  places,  and  nearly  in  the 
eawte  proportion  to  tke  annual  produce  of  the  land  and 
lahour.  This  increase  of  the  quantity  of  those  metals, 
howerer,  has  not,  it  seems,  incr^sed  that  annual  produce; 
has  neither  improred  the  manufactures  and  agriculture  of 
the  country,  nor  mended  the  circumstances  of  its  inhabi- 
tants. Spain  and  Portugal,  the  countries  which  possess 
the  mines,  are,  after  Poland,  perhaps,  the  two  most 
beggarly  countries  in  Europfi.  The  ralue  of  the  precious 
metals,  howerer,  tniis^  6s  lower  in  Spain  and  Portugal  than 
In  any  other  parts  of  Europe,  loaded,  not  only  with  a 
freight  and  insurance,  but  with  the  expense  of  smuggling, 
their  exportation  being  either  prohibited,  or  subjected  to  a 
duty.  In  proportion  to  tke  annual  produce  ^  ike  land  and 
hteiir»  iker^ore,  their  fuaniUg  muei  be  qreaUr  ta  thota 
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coQutriefl  tkui  in  mj  athfT  p^rt  of  Europe:  tlicwtcoa 
tras,  bowe^rvr^  uv  poi»vr  UiiA  the  greater  jmrt  of  Eurnf 
Tbough  tb«  fend&l  sjsti^m  h&s  beeo  aboHsbed  in  Spi 
u»d  Poruigttl,  it  hat  not  been  iucoeeded  hy  a  tniM 
better/' ' 

Dr.  Smith*!  fti^fnmcat  appean  to  me  to  be  tbift :  G^ 
wh#o  estimated  id  coro,  it  cbe»per  in  Spain  than  in  otb 
coimtrirfv  and  the  proof  of  tkia  i«,  not  that  com  ia  gin 
hy  other  oounthea  to  Spain  for  gold*  but  that  doth,  iiigi 
hardware,  an  bj  thoee  oonBlmt  givea  in  exchange  ft 
that  in«taL  4 


^  [Bk.  L,  c  3d.,  |».  101  U  T)ke  Italki  athT capitals  are  Rkii4lri 
He  «eeiiitf  to  iliiak  thia  A4afn  SmkL  >>eU«%ed  Ui&t  m<Mi«^^  covMi 
oi  very  diflerent  v^un  in  diflerent  countnca  in  the  «ame  con 
mer^imJ  s^iiteiD.  Adbjii  Smith,  howe%'er,  m  pfeWf^nA  tiot«s  lufi 
{Minted  cittt»  w>«  In  reality  investigating  a  totally  diflereu 
4|iieBtiocu 

In  |b«  present  p^Mikge  h«  ui»ertj»  little  el^  than  wb&t  \m  uiAertec 
in  the  ordinary  treatment  of  foreign  ezcbnnge.  An  aetnal  expor- 
tation  of  ooia  doee  not  take  plnce  tiU  specie  point  14  reached.) 


^ 


la^ 


CHAPTSB  XXIX.— TAXES  PAID  BT  THE 
PRODUCER. 


M' 


$184. 
[  0N8.  SAT  greatlj  magnifiai  Uie  inoonTenienoea  which 
imoli  if  a  U»  on  a  mannfactared  commodity  it  leried 
ftt  an  early,  rather  than  at  a  late  period  of  its  manufac- 
twe.*  The  manufactnrert,  he  obeerres,  through  whoee 
hands  the  commoditj  may  successiTely  pass,  must  employ 
greater  funds  in  consequence  of  haring  to  adTance  the  tax, 
whidi  is  often  attended  with  considerable  difficulty  to  a 
mannfscturer  of  rery  limited  capital  and  credit  To  this 
obeerration  no  objection  can  be  made. 

Another  inconrenience  on  which  he  dwells  is,  that  in 
eonsequence  of  the  adrance  of  the  tax,  the  profits  on  the 
adrance  also  must  be  charged  to  the  consumer,  and  that 
this  additional  tax  is  one  from  which  the  treasury  derires 
noadnmtage. 

In  this  latter  objection  I  cannot  agree  with  M.  Say. 
The  State,  we  will  suppose,  wants  to  raise  immediaUly 
Xl.OOO  and  leries  it  on  a  manufacturer,  who  will  not,  for 
a  twelTemonth,  be  able  to  charge  it  to  the  consumer  on  his 
finished  commodity.  In  consequence  of  such  delay,  he  is 
obliged  to  charge  for  his  commodity  an  additional  price, 
not  only  of  XI, 000,  the  amount  of  the  tax,  but  probably 
of  Xl,100,  XlOO  being  for  interest  on  the  XI, 000  adranced. 
But  in  return  for  this  additional  jEIOO  paid  by  the  con* 
snmer,  he  has  a  real  benefit,  inasmuch  as  his  payment 


«  (•«  M.  Eesa./ tii4  edilien,  bk.  ttL« «.  ^\IL«^t^^>> V\.\ 
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oC  th«  ^z  wEkh  OoYOTiiii^t  r^uined  inuDediAtety.i 

iMA  b«  muMt  aoaUr  imj.  has  been  poetponed  for  » |i 

AS  appertumtj,  tfaer«fof«£.  Eaa  been    «^onl«<i  to  liii 

lading  to  tht  mumfftctunr,  wbo  hail  occmod  £^ !%' 

XI. 000  iX  to  per  eeaU,  or  nt  ikti^-  other  rale  of  iufi 

which  might  be  agreed  upon.     Eleren  hundred  pOQ 

parable  at  the  end  of  om  Tear,  when  moneir  ia  at  lOi 

epiit,  Intet^at,  U  of  no  mow  ralne  than  j£l,000  to  be  f 

inimediatelr.     If  QoTermnetit  delajed  receiTing  the  tiK 

OM  Year  till  the  manufacture  of  the  commoditj  vb«  qi 

plited.  it  would*  perhapa,  be  obliged  to  ib&mb  an  Exchef 

bill  boxing  interest,  and  it  would  pav  aa  much  for  mM 

aa  the  coavumer  would  save  in  price,  excepting,  nidH 

that  portion  of  the  price  which  the  nianufacrurer  msU' 

enabled,  in  conaequeuce  of  the  tax,  to  add  to  hia  own  n 

I       u  gains.     If  for  the  interest  of  the  Exchequer  bill,  Oorer 

(       I  ment  would  have  paid  5  per  cent,  a  tax  of  X50  is  sared  1 

not  issuing  it.     If  the  manufacturer  borrowed  the  add 

f  iooal  capital  at  5  per  cent.,  and  charged  the  consumer  1 

per  cent,  he  also  will  hare  gained  5  per  cent,  on  his  adTaD< 

over  and  above  his  usual  profits,  so  that  the  manufactun 

and  Government  together  gain,  or  save,  preciselj  the  soi 

which  the  consumer  pajs. 

§  185.  M.  Simonde,  in  his  excellent  work,  De  la  Biekeu 
CommereiaU,  following  the  same  line  of  argument  as  31 
Saj,  has  calculated  ^  that  a  tax  of  4,000  francs,  paid  origi 
nallj  bj  a  manufacturer,  whose  profits  were  at  the  moderate 
rate  of  10  per  cent,  would,  if  the  commoditj  manu&cturec 
onlj  passed  through  the  hands  of  five  different  persons,  b< 
raised  to  the  consumer  to  the  sum  of  6,784  fruica.  Thii 
calculation  proceeds  on  the  supposition,  that  he  who  first 
advanced  the  tax,  would  receive  from  the  next  manufao 
turer  4,400  francs,  and  he  again  from  the  next,  4,84C 
franca ;  so  that  at  each  step  10  per  cent  on  its  yalue  would 

«  rVol.  ii.,  pp.  43-d] 
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be  added  to  it  This  it  to  tuppoee  that  the  Talue  of  the 
imiK  woiald  be  eccnmnlating  at  compound  intereet ;  not  at 
tte  imte  <rf  10  per  cent  per  annum*  but  at  an  abeolute  rate 
€<  10  per  cent  at  ererr  step  of  its  progress.  This  opinion 
€<  M.  de  Smonde  would  be  correct,  if  fire  years  elapsed 
belwesQ  the  first  adTance  of  the  tai,  and  the  sale  of  the 
taasd  commodity  to  the  consumer;  but  if  one  year  only 
eispeed,  a  remuneration  of  400  francs,  instead  of  2,784, 
would  grm  a  profit  at  the  rate  of  10  per  cent  per  annum, 
tm  all  who  had  contributed  to  the  adrance  of  the  tax, 
>  the  commodity  had  passed  through  the  hands  of 
I  or  fifty. 


r 
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CHAPTEn  XXX,— ON  THE  INFLITENCB 
DEMAND  AND  SUPPLY  OK  PBICBS.      1 

f  136.  ' 

T  T  ii  ibe  coit  of  production  wMch  must  ultiinAteijr  reftt 
^  late  tlie  price  of  commodities,  and  not,  aa  has  been  ofiii 
said,  the  prpportioii  between  the  lupply  aud  demaod :  til 
proportion  between  supply  and  demand  maj^  indeed,  fof  I 
time,  alFect  the  market  value  of  a  com.moditj%  until  it  ii 
supplied  iu  greater  or  less  abundance^  according  aa  tht 
dcm^tnd  maj  have  increased  or  diminished  ;  but  tLia  effect 
will  be  onlj  of  temporary  duration. 

Dimhiitih  the  cokI  of  production  of  bats,  and  their  price 
will  ultimately  fall  to  their  new  natural  price,  although 
the  demand  should  be  doubled,  trebled*  or  quadrupled. 
Diminish  the  cost  of  subsistence  of  men,  bj  diminishing 
the  natural  price  of  the  food  and  clothing,  bj  which  life 
is  sustained,  and  wages  will  ultimately  fall,  notwithstand- 
ing that  the  demand  for  labourers  maj  rerj  greatly 
increase. 

The  opinion  that  the  price  of  commodities  depends  soidy 
on  the  proportion  of  supply  to  demand,  or  demand  to 
supply,  has  become  almost  an  axiom  in  political  economy, 
and  has  been  the  source  of  much  error  in  that  science.  It 
is  this  opinion  which  has  made  Mr.  Buchanan  ma^iwt^yiw 
that  wages  are  not  influenced  by  a  rise  or  fall  in  the  price 
of  provisions,  but  solely  by  the  demand  and  supplj  of 
labour ;  and  that  a  tax  on  the  wages  of  labour  would  not 
raise  wages,  because  it  would  not  alter  the  proportion  of 
the  demand  of  labourers  to  the  supply. 


/ 
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1 187.  The  dwnand  for  a  oommoditjr  ctnnot  be  said  to 
iaamae,  if  no  additioiuJ  qnantitjr  of  it  be  porehMed  or 
conwimiwi ;  and  jet,  under  such  eirciinistanoes*  its  money 
▼nine  may  riae.  Thus,  if  the  Talue  of  monej  were  to  faU, 
ihfb  price  of  erery  commodity  would  riae»  for  each  of  the 
eompetiton  would  be  willing  to  spend  more  money  than 
beCcNne  on  its  purchaee ;  but  though  ita  price  roce  10  or  20 
per  ceni^  if  no  more  were  bought  Uian  before,  it  would  not, 
I  apprehend, be  admiesible  to  •ay,that  thcTariation  in  the 
price  of  the  commodity  was  caused  by  the  increased  demand 
for  it.  Its  natural  price,  its  money  cost  of  production, 
would  be  really  altered  by  the  altered  Talue  of  money;  and 
without  any  increase  of  demand,  the  price  of  the  commodity 
would  be  naturally  adjusted  to  that  new  Talue. 

*"  We  haTO  seen,**  says  M.  Say,  "  that  the  cost  of  produc- 
tion determines  the  lowest  price  to  which  things  can  fall : 
the  price  below  which  they  cannot  remain  for  any  length 
of  time,  because  production  would  then  be  either  entirely 
elopped  or  diminished.**    YoL  ii.  p.  26.' 

He  afterwards  says,  that  the  demand  for  gold  haTing 
incrsased  in  a  still  greater  proportion  than  the  supply, 
since  the  discoTcry  of  the  mines,  '*  its  price  in  goods,  in- 
stead of  falling  in  the  proportion  of  ten  to  one,  fell  only  in 
the  proportion  of  four  to  one  ;  **  that  is  to  say,  instead  of 
Calling  in  proportion  as  its  natural  price  had  fallen,  fell  in 
proportion  as  the  supply  exceeded  the  demand."'—'*  TiU 

•  [Bk.  it,  e.  ir.] 

*  Ii,  with  ihs  qvaatity  of  gold  and  ftilver  wbieh  aeUuJly  exists, 
thsM  MsCals  oal/  aenred  lor  ths  maaofaetare  of  ntensils  and  oma- 
■MatiK  they  woald  be  ahaadaat,  and  would  be  mndi  cheaper  than 
llMy  are  at  pnmmt :  la  other  words,  la  exehaaging  them  for  any 
oHmt  speeies  of  goods,  we  should  be  obliged  to  give  proportionally 
a  greater  qeaality  of  them.  Bat  as  a  Urge  quantity  of  Uiese 
HMtals  k  used  lor  BMuey,  and  as  this  portion  k  need  for  ao  other 
parpese,  there  reaMOas  less  to  be  employed  la  foraiuue  and  jewel- 
lery i  aoer  Ihk  eeardly  sdde  lo  their  Talna— iStef,  toL  ii,  p.  ai«. 
8se  alee  aele  to  pi  7S, 


1 
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Villas  f/  ftwry  oomiiia^tly  rott  oIiasj^  m  a  dir^ti  raii^  It  ttl 
^mMtntd^  &nd  in  an  ini^nt  roHo  to  ike  ncpp/y.'* 
TIkt  Mme  opiniao  m  exprssied  bj  the  £arl  of  I^adtf 

"With  respect  to  the  T^riatioiiB  in  T^ue,  of  which  e^eij 
tiling  Tftluable  ib  susoeptible,  if  we  could  for  a  momeal 
•uppoie  that  aojr  substance  possessed  iotrintic  and  fixed 
value,  so  a«  to  render  an  assumed  quantity  of  it  oonstaiidy, 
under  all  circumstances,  of  an  equal  value,  then  the  degiil 
of  value  of  all  things,  ast^rtaiued  by  such  a  fixed  staiad^rj 
would  vaiy  accordiDg  to  the  proportion  betwixi  tkB  quanii$i 
qf  ih^mt  and  the  demand  for  them,  and  everjr  oommodlt] 
would, of  couric,  be  subject  toavanatioo  in  its  v^lue,  froa 
four  different  circumstaucee : 

1,  "It  would  be  subject  to  an  increase  of  its  value,  from 
a  dimiDUtion  of  ita  quantitj. 

2.  *'To  a  diminution  of  its  value,  from  an  augmentation 
of  its  quautitj. 

8.  "  It  might  suffer  an  augmentation  in  its  Talue»  from 
the  circumstance  of  an  increased  demand. 

4.  "Its  value  might  be  diminished  bjr  a  fkilnre  of 
demand. 

"  As  it  vrill,  however,  clearlj  appear  that  no  commoditj 
can  possess  fixed  and  intrinsic  value*  so  as  to  qualify  it  for 
a  measure  of  the  value  of  other  commodities,  mankind  are 
induced  to  select,  as  a  practical  measure  of  value,  that 
which  apears  the  least  liable  to  any  of  these  four  sources 
of  variations,  which  are  the  $oU  ea%ue$  of  aUeraium  of 
voZtie. 

"  When,  in  common  language,  therefore,  we  express  the 
value  of  any  commodity,  it  may  vary  at  one  period  from 
what  it  is  at  another,  in  consequence  of  eight  different 
contingencies : 

1.  "  From  the  four  ciroumstances  above  stated,  in  rela- 
tion to  the  commodity  of  which  we  mean  to  express  the 
value. 
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2.  *'Ftomtli0taaefoiircii€iimttanoet,mreUtiontot^^ 
oommoditj  we  hare  ftdoplad  m  a  memrare  of  Talue.*'  ^ 

§  188.  This  it  tnia  of  moiK^Iiied  oominoditiet,  and 
indeed  of  the  market  price  of  all  other  commodities 
for  a  limited  period.  If  the  demand  for  hate  should  be 
doaUed,  the  price  would  immediatdy  rise*  bot  that  rise 
woold  be  onlj  temporarj,  unless  the  cost  of  production 
at  hats,  or  their  natural  price,  were  raised.  If  the  natural 
price  of  bread  should  &U  M>  per  cent  from  some  great 
discofefy  in  the  science  of  agriculture,  the  demand  would 
not  greatly  increase,  for  no  man  would  desire  more 
than  would  satisfy  his  wants,  and  as  the  demand  would 
not  increase,  neither  would  the  supply ;  for  a  commodity 
is  not  supplied  merely  because  it  can  be  produced,  but 
because  there  is  a  demand  for  it  Here,  then,  we  hare  a 
case  where  the  supply  and  demand  hare  scarcely  raried, 
or  if  they  hare  increased,  they  hare  increased  in  the  same 
proportion ;  and  yet  the  price  of  bread  will  hare  fallen  50 
per  cent,  at  a  time,  too,  when  the  Talue  of  money  had 
continued  inTariable.' 

Commodities  which  are  monopolised,  either  by  an  indi- 
Tidual,  or  by  a  company,  rary  according  to  the  law  which 
Lord  Lauderdale  has  laid  down :  they  UXL  in  proportion  as 
the  sellers  augment  their  quantity,  and  rise  in  proportion 
to  the  eagerness  of  the  buyers  to  purchase  them ;  their 
price  has  no  necessary  connexion  with  their  natural  Talue : 
but  the  prices  of  commodities,  which  are  subject  to  com- 
petition,  and  whoee  quantity  may  be  increased  in  any 
moderate  degree,  will  ultimately  depend,  not  on  the  state 
of  demand  and  supply,  but  co  the  increased  or  diminished 
cost  of  their  production. 

•  •«  Aa  laqairy  ialo  Um  Nstaie  sad  Origta  of  PubUe  Wsslih," 

•  [SosMwhal  aalortwistely,  Riesrdo  did  noisaler  Ialo  the  coo- 
■idsfittoe  of  the  ssnasetiea  erisliag  bslwssa  sapplyaad  eosi  of 
prsdaslfaa.] 


csai 

•">  not  «»-J 
•^°«W  have  t?^ 
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opendad.  and  which  redoctaon  of  prioe  could  not  fail  to 
be  the  coDwqiaeDce  of  the  emplojmeiit  of  machinery. 
The  eapitaliat,  I  thought,  was  OTentaally  benefited  pra- 
dedy  in  the  Mine  nuuiner.  He,  indeed,  who  made  the 
diaeoTery  of  the  machine,  or  who  first  naefully  q>plied  it, 
would  enjoy  an  additional  adTantage,  by  making  great 
profiU  for  a  time ;  but»  in  proportion  as  the  machine 
came  into  general  use,  the  price  of  the  commodity  pro- 
duced, would,  from  the  effects  at  competition,  sink  to  its 
cost  of  production,  when  the  capitalist  would  get  the 
Mme  money  profits  as  before,  and  he  would  only 
participate  in  the  general  adTantage,  as  a  consumer,  by 
being  enaUed,  with  the  same  money  rerenue,  to  command 
an  additional  quantity  of  comforts  and  enjoyments.  The 
dass  of  labourers  also,  I  thought,  was  equally  benefited 
by  the  use  of  machinery,  as  they  would  hare  the  means  of 
buying  mora  commodities  with  the  same  money  wages, 
and  I  thought  that  no  reductico  of  wages  would  take 
place,  because  the  capitalist  would  hare  the  power  of 
demanding  and  employing  the  same  quantity  of  labour  as 
before,  although  he  might  be  under  the  necessity  of 
employing  it  in  the  production  of  a  new,  or  at  any  rate 
of  a  different  commodity.  If,  by  improred  machinery, 
with  the  employment  of  the  same  quantity  of  labour,  the 
quantity  of  stockings  could  be  quadrupled,  and  the  i 
demand  for  stockings  wero  only  doubled,  some  labourers 
would  necessarily  be  discharged  from  the  stocking  trade ; 
but  as  the  capital  which  employed  them  was  still  in  being, 
and  as  it  was  the  interest  of  those  who  had  it  to  employ  it 
productiTely,  it  ^ipeared  to  me  that  it  would  be  employed 
CO  the  production  of  some  other  commodity,  useful  to  the 
society,  for  whidi  there  could  not  fail  to  be  a  demand ;  for 
I  was,  and  am,  deeply  impressed  with  the  truth  of  the 
obsenration  of  Adam  Smith,  that  **the  desire  for  food  is 
liailed  in  eveiy  man,  by  the  narrow  cavMiy  ^  ^ba  human 
but  the  dadrsof  th«  eo«fenM(ntm>iaw\ ^umaaw^a 


but  llT     ^''S* 

••«»fied  that  M?^'^ 
of    tLA  ^"•^  ^hit 

i-i>"ttior"Sr^ . 
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jnS,000,  all  of  which  he  tellt  in  the  ooorte  of  the  year  to 
hie  own  workmen  for  that  earn  of  money*  and,  dnring  the 
Mune  period,  he  pays  them  the  like  amount  of  money  for 
wages :  at  the  end  of  the  year  they  repkoe  in  his  possee- 
•ion  food  and  neoenariee  of  the  Talue  of  X15,000,  X2,000 
of  which  he  eoneumee  himself,  or  disposes  of  as  may  best 
suit  his  pleasure  and  gratification.  As  far  as  these  pro- 
ducts are  concerned,  the  gross  produce  for  that  year  is 
Jn5,000,  and  the  net  produce  JHfiOO.  Suppose  now,  that 
the  following  year  the  capitalist  employs  half  his  men  in 
coostructing  a  machine,  and  the  other  half  in  producing 
food  and  necessaries  as  usual  During  that  year  he  would 
pay  the  sum  of  X18,000  in  wages  as  usual,  and  would  sell  • 
food  and  necessaries  to  the  same  amount  to  his  workmen ; 
but  what  would  be  the  ease  the  following  year  ? 

While  the  machine  was  being  made,  only  one-half  of 
the  usual  quantity  of  food  and  necessaries  would  be 
obtained,  and  they  would-be  only  one-half  the  value  of 
the  quantity  whidi  was  produced  before*  The  machine 
would  be  worth  Je7,500,  and  the  food  and  necessaries 
<£7,500,  and,  therefore,  the  capital  of  the  capitalist  would 
be  as  great  as  before ;  for  he  would  hare  besides  these 
two  ralues,  his  fixed  capital  worth  Je7,000,  making  in  the 
whole  jBSO.OOO  capital,  and  X2,000  profit  After  deduct- 
ing this  latter  sum  for  his  own  expenses,  he  would  hare  a 
no  greater  drculattng  capital  than  jB5,500  with  which  to 
carry  co  his  subsequent  operations;  and,  therefore,  his 
means  of  employing  labour  would  be  reduced  in  the  pro- 
portion of  Jei8,000  to  X5,500,  and,  consequently,  all  the 
labour  which  was  before  employed  by  iS7,M0,  would 
become  redundant 

The  reduced  quantity  of  labour  which  the  capitalist 
can  employ,  must,  indeed,  with  the  assistance  of  the 
machine,  and  after  deductions  for  its  repairs,  produce  a 
Talue  equal  to  je7JMX),  it  must  repkce  the  dreulating 
1  with  aprofit  of  jeS,000  on  Um  ^V^  tassw\ji^\>s^ 


to  ad/»  ♦        '  *o»e 
capita],     bT^^  « 

:^^v  Blot  I;:!"' 

^««n2eou.?**PVed 
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TOdundaai,  eonptred   witli   tlie   fundi   which   are   to 
cmpbyit 

The  GMe  which  I  hare  suppoted,  it  the  meet  nmple  that 
I  could  select;  but  it  would  make  no  difference  in  the 
leeult,  if  we  suppoeed  that  the  machinery  was  apfdied  to 
the  trade  of  any  manufacturer,— that  of  a  clothier  for 
eiample,  or  of  a  cotton  manufacturer.  If  in  the  trade  of 
a  clothier,  leee  doth  would  be  produced  after  the  intro- 
duction of  machinery;  for  a  part  of  that  quantity  which 
fa  dispoeed  of  for  the  purpoee  of  paying  a  Urge  body  of 
workmen,  would  not  be  required  by  their  employer.  In 
eoneequenee  of  using  the  machine,  it  would  be  neceeeary 
for  him  to  reproduce  a  ralue,  only  equal  to  the  Talue  con- 
sumed, together  with  the  profits  on  the  whole  capital. 
£7 MO  might  do  thfa  as  effectually  as  X15,000  did  before, 
the  case  differing  in  no  respect  from  the  former  instance. 
It  may  be  said,  howerer,  that  the  demand  for  cloth  would 
be  as  great  as  before,  and  it  may  be  asked  from  whence 
would  this  supply  comeP  But  by  whom  would  the  cloth 
be  demanded  P  By  the  farmers  and  the  other  producers 
of  necessaries,  who  employed  their  capitals  in  producing 
these  necessaries  as  a  means  of  obtaining  cloth :  they  gare 
com  and  necessaries  to  the  clothier  for  cloth,  and  he 
bestowed  them  co  his  workmen  for  the  cloth  which  their 
work  afforded  him. 

Thfa  trade  would  now  cease;  the  dothfar  would  not 
want  the  food  and  clothing,  baring  fewer  men  to  employ 
and  baring  lees  cloth  to  dispose  of.  The  farmers  and 
others,  who  only  produced  necessaries  as  means  to  an  end, 
could  no  longer  obtain  cloth  by  such  an  application  of 
their  capitals,  and,  therefore,  they  would  either  them- 
selres  employ  their  capitafa  in  producing  doth,  or  would 
lend  them  to  others,  in  order  that  the  commodity  really 
wanted  might  be  furnished;  and  that  for  which  no  one 
had  the  means  of  p*ying»  or  for  which  there  was  no 
might  cease  to  be  produced.    This«  then«  leads 


Sdij.   ITut  the  ^^ 
<»nuaoditie,  f^  P«>d« 


SM  POLITICAL  EODKOmr.  [OSAP.  ZZXL 

d«BUUid  for  menkl  MrrttnU;  2dl7»  from  the  stimulus 
to  sarings  from  rerenue*  which  such  sn  abundant  net 
pfoduee  will  afford ;  and  8dlj,  from  the  low  price  of  all 
articles  of  consumption  on  which  their  wages  will  be 
oipended. 

§  142.  Independently  of  the  consideration  of  the  dis- 
covery and  use  of  machinery*  to  which  our  attention  has 
been  just  directed,  the  labouring  dass  hare  no  small 
interest  in  the  manner  in  which  the  net  income  of  the 
country  is  expended,  although  it  should,  in  all  cases,  be 
eipended  for  the  gratification  and  enjoyments  of  those 
who  are  foirly  entitled  to  it. 

If  a  landlord,  or  a  capitalist,  expends  his  rerenue  in  the 
manner  of  an  ancient  baron,  in  the  support  of  a  great 
number  of  retainers,  or  menial  senrants,  he  will  give 
employment  to  much  more  labour,  than  if  he  expended  it 
on  fine  clothes,  or  costly  furniture ;  on  carriages,  on  horses, 
or  in  the  purchase  of  any  other  luxuries.^ 

In  both  cases  thenet  rerenue  would  be  the  same,  and 
•o  would  be  the  gross  rerenue,  but  the  former  would  be 
realised  in  different  commodities.  If  my  reTenue  were 
jeiO,000,  the  same  quantity  nearly  of  productire  labour 
would  be  employed,  whether  I  realised  it  in  fine  clothes 
and  costly  furniture,  etc,  etc,  or  in  a  quantity  of  food  and 
clothing  of  the  same  Taluc  If,  howerer,  I  realised  my 
rerenue  in  the  first  set  ^t  commodities,  no  more  labour 
would  be  eenesgiMfUly  employed: — I  should  enjoy  my 
furniture  and  my  clothes,  and  there  would  be  an  end  of 
them ;  bot  if  I  realised  my  rerenue  in  food  and  clothing, 
and  my  desire  was  to  employ  menial  senrants,  all  those 
whom  I  could  so  employ  with  my  rerenue  of  iS10,000,  or 
with  the  food  and  clothing  which  it  would  purchase,  would 
be  to  be  added  to  the  former  demand  for  labourers,  and 
this  addition  would  take  place  only  because  I  choee  this 
I  of  expending  my  rerenue.  As  the  labourers,  thsn^ 
« [Bsssndelehapler.V^U.^ 
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ore  bt€!rested  in  the  demand  for  laboufp  thcj  moil 
imturally  detire  that  as  much  af  the  lereuue  as  pCM«iblc 
ahould  be  diverted  from  erpisnditura  oa  luJturieSt  to  be 
eipended  10  the  eup^>ort  of  meoial  servanU* 

Id  the  eame  inaaoerr  »  country  engng^  m  w»r,  md 
which  it  under  the  necessity  of  maintaining  hxg^  fleets 
and  armies,  employs  a  great  many  more  men  than  wiJl 
be  employed  when  the  war  terminates,  and  the  ammal 
expenses  which  it  brings  with  it,  ceaae. 

If  I  were  not  called  upon  for  a  tax  of  £500  during  tbe 
war,  and  which  is  expended  on  men  in  the  situation  of 
soldiers  and  sailors,  I  might  probably  expend  that  portion 
of  my  income  on  furniture,  dothet,  books,  etc,  etc.  and 
whether  it  was  expended  in  the  one  way  or  tn  the  other, 
there  would  be  the  same  quantity  of  labour  employed  in 
production ;  for  the  food  and  clothing  of  the  soldier  and 
sailor  would  require  the  same  amount  of  industry  to 
produoe  it  as  the  more  luxurious  commodities  ^  but  in  the 
case  of  the  war,  there  would  be  the  additional  demand  for 
men  as  soldiers  and  sailors;  and,  consequently,  a  war 
which  IS  supported  out  of  the  revenue,  and  not  from  the 
capital  of  a  country,  is  favouFable  to  the  increaae  of 
{Kipulation. 

At  the  termination  of  the  war,  when  part  of  my  revenue 
rererts  to  me.  and  is  employed  as  before  in  the  purchase 
of  wine,  furniture,  or  other  luxuries,  the  population  whidi 
it  before  supported,  and  which  the  war  failed  into 
existence,  will  become  reduudant,  and  by  its  effect  on  the 
rest  of  the  population,  and  its  competition  with  it  for 
employment,  will  sink  the  value  of  wages*  and  very 
materially  deteriorate  the  condition  of  the  labonru^ 
clasj^es. 

There  is  one  other  case  that  should  be  noticed  of  the 
poMibtlity  of  an  incTBase  in  the  amount  of  the  net  revenite 
of  a  country,  and  even  of  its  gross  revenue,  with  a 
diminution  of  demand  for  labouri  and  that  is,  when  thm 
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kboor  of  honat  is  subttitiitad  for  that  of  man.  If  I  em- 
plojed  one  kondred  men  on  mj  furm,  and  if  I  found  that 
the  food  bestowed  on  fifty  of  thoee  men*  could  be  diTeited 
to  the  support  of  horses,  and  afford  me  a  greater  return  of 
nw  prodnoe,  after  allowing  for  the  interest  of  the  capital 
which  the  purchase  of  the  horses  would  absorb,  it  would 
be  advantageoua  to  me  to  substitute  the  horses  for  the 
men,  and  I  should  accordinglj  do  so ;  but  this  would  not 
be  for  the  interest  of  the  men,  and  unless  the  income  I 
obtained,  was  so  much  increased  as  to  enable  me  to  employ 
the  men  as  well  as  the  horses,  it  is  CTident  that  the  popu- 
lation would  become  redundant,  and  the  labourers'  condi- 
tion  would  sink  in  the  general  scale.  It  is  erident  be  could 
not,  under  anj  circumstances,  be  employed  in  agriculture ; 
but  if  the  produce  of  the  land  were  increased  by  the  sub- 
stitntion  of  horses  for  men,  he  might  be  employed  in 
manu&etures,  or  as  a  menial  serrant. 

§  148.  The  statements  which  I  have  made  will  not,  I 
hope,  lead  to  the  inference  that  machineiy  should  not  be 
enoournged.  To  elucidate  the  principle,  I  hare  been  sup- 
posing,  that  improred  machinery  is  ntddenly  discorered, 
and  eitensiTely  used;  but  the  truth  is,  that  these  disooTeries 
are  gradual,  and  rather  operate  in  determining  the  employ- 
ment of  the  capital  which  is  sared  and  accumulated,  than 
in  diTerting  capital  from  its  actual  employment. 

With  erery  increase  of  capital  and  population,  food  will 
generally  rise,  on  account  of  its  being  more  difficult  to 
produce.  The  consequence  of  a  rise  of  food  will  be  a 
rise  of  wages,  and  erery  rise  of  wages  will  hare  a  tendency 
to  determine  the  sared  capital  in  a  greater  proportion  than 
before  to  the  employment  of  machinery.  Machineiy  and 
labour  are  in  constant  competition,  and  the  former  can  fre* 
qnently  not  be  employed  until  Ubour  rises. 

In  Am^'^M^  and  many  other  countries,  where  the  food  of 
man  is  easily  prorided,  thei^  is  not  nearly  such  great 
temptation  to  employ  machinery  aa  m  l^ui^i^yttsi^  ^>msc% 
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irmembered  aie  uhuaI*  ud  mutt  toon  create  a  fnnd, 
much  greater  tbaa  tlie  groM  rerenue,  originallj  loet  hj  the 
diaoarefyof  the  machine,  when  the  demand  for  labour  will 
be  at  great  at  before,  and  the  tituation  of  the  people  will 
be  ttill  further  improred  bj  the  increated  taringt  which 
the  increated  net  rerenue  will  ttill  enable  them  to  make. 

The  employment  of  machinery  could  nerer  be  tafely  dit- 
eouraged  in  a  State,  for  if  a  capital  it  not  allowed  to  get 
the  greatett  net  rerenue  that  the  ute  of  machineiy  will 
afford  here,  it  will  be  carried  abroad,  and  thit  mutt  be  a 
much  more  teriout  ditcouragement  to  the  demand  for 
labour,  than  the  mott  extentiTe  employmeiit  of  machinery ; 
tor,  while  a  capital  it  employed  in  thit  country,  it  mutt 
create  a  demand  for  tome  labour ;  machinery  cannot  be 
worked  without  the  attitttnce  of  men,  it  cannot  be  made 
but  with  the  contribution  of  their  labour.  By  inretting 
part  of  a  capital  in  improred  machinery,  there  will  he  a 
diminution  in  the  progrettiTe  demand  for  labour ;  by  ex- 
porting it  to  another  country,  the  demand  will  be  wholly 
annihilated.* 

The  prioet  of  commoditiet,  too,  are  regulated  by  their 
eott  of  production.  By  employing  improred  machinery, 
the  eott  of  production  of  commoditiet  it  reduced,  and,  con- 
tequently,  you  can  afford  to  tell  them  in  foreign  markett 
at  a  dMm|ier  price.  If,  howerer,  you  were  to  reject  the 
ute  of  machinery,  while  all  other  countriet  encouraged  it, 
you  would  be  obliged  to  export  your  money,  in  exdiange  - 
for  foreign  goodt,  till  you  tunk  the  natural  pricet  of  your 
goodt  to  the  pricet  of  other  countriet.  In  making  your 
exchangee  with  thote  countriet,  you  might  gire  a  commo- 
dity whidi  eott  two  dayt*  labour,  here,  for  a  commodity 
whkh  eott  one,  abroad,  and  thit  ditadvantageout  exchange 

*  [The  general  elleet  ol  the  est  ol  mtchiwery  apoii  the  conditkNi 
el  the  wwkiag  cltM  htft  btea  a  tabj«et  ol  miieh  debate.  The  chief 
toaiBqeiBM  ot  iwich  a  at  aie  Ttry  impafiiaUy  ttated  by  Prolfac  v 
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would  be  ibe  coaiequeiic^  of  jour  own  act*  for  the  oommo- 
dit/  which  jou  export,  and  which  eo£t  jon  two  daja' 
labour,  would  hare  cost  you  only  one  if  jou  had  not 
rejected  the  use  of  machitierj,  the  sernces  of  which  your 
ueip^bbours  had  more  wisely  appropriated  to  theinselTes* 

[Ntite^— Thentatement^m  i^a^  384  leAdftuniatotiie  cIificii£eioa  of 
atUlticiilt  point.  Ricanla  wam  cW^cly  ful lowed  in  hb  argume&t  by 
J.  H.  Mill  {"  tVincipleit  of  Political  Eci^Qomy/'  bk,  i,  c.  v.,  S  9), 
wbo  CDtcir*  uti  tli«  iti>4cuwtnn  with  the  statement  tliai  '*  Demand  for 
eiiiitiiMxUtie«  iti  not  demand  for  liLbour/* 

TlifLt  tUiH,  tho  final  fonn  wliicU  the  fttateiueDla  of  Uicarda  and 
KHIl  UMikt  neciliN  ukuch  exjdanAtion  tuhitit^^  of  no  doubt  ;  but  even 
tiic  lfui;^ua<^c  of  Uicardo  hiiiiMelf  h  open  to  eriticUnu  Let  us  com* 
pure  tho  '*  (tocient  lAron  "  and  the  moitem  landlortl  or  capttatifeU 
Thu  former,  no  doubt,  lived  surrounded  by  a  rottnne  Idr  lar^gcr  tbao 
any  wliicli  either  of  the  tetter  wouht  deem  nee^fwry.  He  had  a 
lar^o  ntiiiitfOr  of  retaincnn  iH^cauHC  );c  de^Hircil  tbdr  (<ervioe«.  Anmn^ 
the  M;r%'iceH  they  rendered  him  were  tbo!^  neeew^Ary  for  the  creation 
of  iimny  artieJen  of  conwniin»Uon  wliich,  at  the  iire?«;nt  time,  Mould 
bo  niatle  tiy  manufacturerri^  and  wdd  to  the  cotiHunicr  when  luada. 
If  lie  denired  furniture,  ttjin  wb»  miule  by  hb  own  car^icnter ;  fizie 
clotheH  Mere  often  wrougUt  inEti<le  the  ea»tle  walls  ;  the  HttdtU,  the 
farrier^  lioth  Alike  %vere  nniong  the  rctainera  of  the  l^oron.  If 
an  article  were  deifircd  nt  Cliri^^tnion,  ai*  we  wjll  euppo^e^  he  would 
turn  ]m  «ier\'antft  to  itf*  produetioni  let  ua  say,  during  the  preceding 
fiiininicr  For  Mtme  five  or  nix  months  they  would  receive  their 
food,  etc^  from  bini  iu  order  that  at  ChmtmaH  he  might  be  jKuisea* 
iiefl  of  the  rciiult  of  tlieir  laliourrt*  But  now  the  ea|dtftlint  or 
landlord  i;oe«  forth  nonie  day  or  two  previoud  to  that  on  which  he 
requires  the  comuif>dity»  buyr»  it^  and  han  it  oent  home.  lUcardo 
ailefj^eH  tliat  the  baron  is  employing  more  labour  than  tlie  modem 
purchAMcr. 

There  are,  of  courne,  gf^at  diflTerenceft  between  the  two.  Roughly 
epeakingt  the  baron  i^  i>aying  beforehand «  the  otlter  not*  They  are 
thuM  in  on  entirely  diirerent  position  as  to  the  date  at  which  they 
make  their  bargain.  Tho  liaron  does  it  in  tlio  numiuer,  the  modem 
consumer  at  ChristniAs,  hut  Wth  ^t  the  cmunifKlity  at  Cliri^tuiao, 
if  the  capitalist — to  bring  the  two  inntancea  into  paraHel^^ 
deternnned  on  hia  purelta^  the  preceding  tfummer,  aiid  put 
the  Bum  to  be  exi>ended  into  the  bajik,  there  would  be  do 
difference  between  the  two,  for  in  that  case  the  purchase-money  in 
^^■[^Mm^^^^  «j\v«xi«e^>\ti  >>iA  ^T)A  ^MM^  ^xRftlV^^ia  the  other 


890  fOUnCAL  ECONOMY.  [CHAF.  XXZI. 

lodirteily,  bvi  jiMl  tm  eoiainly,  throogli  the  kwa  market  And  in 
pnidke,  wbeUier  Um  eapiUlki  •lioiild  definitely  pat  Mide  his 
wafonty  or  not,  there  een  be  little  or  no  doubt  that  it  would  form 
]«ut  ii  the  banking  capital  of  the  eoontry,  and  to  eland  in  the  posi- 
tion ol  a  ewa  adraaeed  lo  indnatry.  The  distinction  which  Ricardo 
endearows  lo  draw  as  lo  the  varying  advantages  bestowed  on  the 
lahooring  dass  by  a  difference  in  the  emplo}'nient  of  capital,  or, 
more  strictly  speaking,  of  wealth,  cannot  be  maintained.  It  would 
■oi  be  of  greater  benefit  to  this  dass  if  the  owner  of  the  wealth 
employed  a  number  of  menial  servants,  instead  of  emph>ying  a 
number  el  workmen  in  a  Isctory  to  produce  some  costly  furniture 
which  he  required.  Further,  we  may  say  it  would  not  benefit  the 
kbouring  disss,  if  six  months  before  he  required  the  tame  he 
shouU  rtalias  his  Investments,  and  produce  it  by  the  aid  of  hisown 


The  only  advantage  to  be  derived  would  accrue  from  tlie  fact 
that  the  nature  of  the  coming  demand  would  be  denoted  at  an 
earlier  stage  in  the  production. 

The  assumption  made  throughout  the  instance  given  by  Ricardo 
b,  that  in  the  one  case  the  purchaser  would  pay  down  his  pordiase- ' 
money  in  July,  in  the  other  keep  it  iMcmiilsyMr  till  Christmas.  It 
is  quite  true  that  the  Ubouring  dass  will  be  benefited  in  the  former 
instsncs  as  they  could  not  be  in  the  latter ;  but  under  existing  dr* 
cumstaaeesy  even  in  the  case  of  the  capitalist  consumer  an  equal 
benefit  will  be  conferred,  because  the  sum  to  be  expended  will  not 
be  allowed  to  remain  unemployed.  In  other  words,  it  may  be  said 
that  it  will  supply  the  capital  needed  for  the  production  of  Uie 
comasodities  he  is  going  to  buy  and  consume.  In  each  case  Uie 
benefit  reedved  aeuites  from  the  six  months'  abstinence  from  con- 


A  predsdy  similar  criticism  may  be  passed  on  Mill's  treatment  of 
the  subject  To  take  one  of  his  examplesL  A  consumer  has  been 
buying  vdvet  during  one  year,  let  us  say  1880.  He  determines  to 
nse  that  sum  in  the  employment  of  labour  in  making  bricks  or 
digging  a  pond.  Now  Mill  urges  that  in  consequence  of  Uits  deter* 
mination  and  new  direction  given  to  capital,  there  will  be  two  kiU 
of  capital  pUced  in  the  market  to  employ  lalioiir ;  first,  that  which 
employed  labour  before ;  secondly,  that  which  was  expended  in  the 
purchase  of  vdvei.  He  does  not.  however,  notice  that  as  the  latter 
k  not  given  to  faMlustry  till  the  end  of  the  year,  is.,  when  the 
iFulvet  is  ready,  only  one  of  those  capitals  will  be  in  the  market 
at  the  bifinning  of  1881 ,  this  other  only  bdng  released  at  the  end. 
▲i  I  have  said,  it  is  eoncdvahle  under  existing  drcumstsnrf  as  that 
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tlik  otiieri  being  invested,  will  really^  be  etigag^d  aU  &1mig  in  i 
procIueUre  enleqtrJBe.  At  the  end  of  1881  it  in  r^leMiieit  *n<l  Ui«i, 
inittatl  ofbting  *pcnt,  it,  aa  weH  ai^  the  former,  in  n^ecl  in  ttte  direct 
etnpkyinent  of  labourcrw  to  dig  or  tuake  bricks*  Wbat  benefits  Uie 
labourer,  then,  in  tlie  abt^tinence  wbidi  leadji  iUe  c^it^iet  on* 
mtuftT  not  to  gruify  liiif  i&iit«8  at  tba  end  of  188J»  «a  be  ha«  pre- 
viouuly  done. 

Xow  we  flee  wliat  meaning  may  1>e  attached  to  th«  pbriM 
^'Deninnd  for  commofHtieH  im  not  demand  for  labour,'*  If  a  niaA 
paid  brieklayen^  at  the  end  of  the  year,  aa  be  does  vdret  maken, 
eael)  would  be  equally  treated ;  and  if  the  **  ancient  bartMi "  hired  hk 
retaintra  at  a  yearly  salary ,  and  did  not  pay  them  ai  tbey  work^ 
lie  woalil  not  benefit  lal^our  any  more  than  would  %he  modetn 
eonAumer*  It  i4  not  their  mode  of  trnpioi/iag  their  wealth  that 
affecta  the  iabourem,  but  their  abstinence  from  individual  «ott- 
Kumptioti.  Tlie  epbere  of  employment  for  laboiir  ia  enlar^^ed,  aad 
the  aervicea  of  labour  are  more  aj^ently  oompeiad  for*  Senior^ 
critidam  of  tbi*  paasag^  ("PoK  Econ-,"  pp.  170-172)  m  nol  ifttf 
bappyO 
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CHAPTER  XXXII.— MR.  MALTHUS'S 
OPINIONS  ON  RENT. 

f  144. 
A  LTHOXJOH  the  nature  of  rent  hat  in  the  former 
^^  ftLgm  ^  this  work  been  treated  on  at  some  length ; 
yet  I  cooeider  m  jteU  bound  to  notice  some  opinion!  on  the 
sobject,  which  appear  to  me  erroneous,  and  which  are  the 
more  impmiant.  at  thej  are  found  in  the  writings  of  one, 
to  whom,  of  all  men  of  the  present  daj,  some  branches  of 
economical  science  are  the  most  indebted.  Of  Mr.  Mal- 
thns*s  Essaj  on  Population,  I  am  happj  in  the  oppor- 
tunitj  here  afforded  me  of  expressing  mj  admiration.  The 
assaults  of  the  opponents  of  this  great  work  hare  onlj  \ 

serred  to  prore  his  strength ;  and  I  am  persuaded  that  its 
just  reputation  will  spread  with  the  cultiTation  of  that 
scieDce  of  which  it  is  so  eminent  an  ornament.  Mr.  Mai- 
thus,  too,  has  satisfactorily  explained  the  principles  of  rent, 
and  showed  that  it  rises  or  fidls  in  proportion  to  the  rela- 
tiTe  advantages,  either  of  fertility  or  situation,  of  the 
different  lands  in  cultiTation,  and  has  thereby  thrown 
much  light  on  many  difficult  points  connected  with  the 
subject  of  rent,  which  were  before  either  unknown,  or  rexy 
imperfectly  understood;  yet  he  appears  to  me  to  have 
faOfOk  into  some  errors,  which  his  authority  makes  it  the 
move  Dooessaiy,  whilst  his  characteristic  candour  renders  it 
Isss  unpleasing  to  notice.  One  of  thoss  errors  lies  in  . 
supposiag  rsnt  to  be  a  dear  gain  and  a  new  creation  of 
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I  do  not  aflsent  to  aU  the  opinioas  of  Mr.  Baehaoftn 
coneemiiig  rent;  but  with  those  expressed  in  the  foUowiag 
passage,  quoted  from  his  work  bj  Mr.  M&Uhus,  I  fullj 
agree;  and,  therefore,  I  must  dissent  from  Mr«  Maltbiaft*i 
comment  on  them. 

*'In  this  riew  it  (rent)  can  form  no  geaerd  addition  to 
the  stock  of  the  oommunity,  as  the  n^t  sufplus  in  quea- 
tioQ  is  nothing  more  than  a  revenue  transferred  from  one 
class  to  another ;  and  from  the  mere  circumstance  of  iti 
thus  changing  hands,  it  is  clear  that  no  fund  can  ariae* 
out  of  which  to  pay  taxes.  The  revenue  which  pajt  for 
the  produce  of  tiie  land,  exists  already  in  the  hands  of 
those  who  purchase  that  produce;  and,  if  the  price  of 
subsistence  were  lower,  it  would  still  remain  in  their 
hands,  where  it  would  be  just  as  available  for  t&sation 
as  wbeu,  by  a  higher  price,  it  is  transferred  to  the  l&nded 
proprietor,"  * 

After  various  observations  on  the  difference  between 
ruw  produce  and  manufactured  commodities,  Mr.  M&Ithus 
asks,  ''  Is  it  possible  then,  vnth  M.  de  Sismondi,  to  regard 
rent  as  the  sole  produce  of  labour,  which  has  a  value 
purely  nominal,  and  the  mere  result  of  that  augmentation 
of  price  which  a  eeller  obtains  in  consequence  of  a  peculiar 
privilege^  on  with  Mr,  Buchanan,  to  consider  it  as  no 
addition  to  the  national  wealth,  but  merely  a  transfer  of 
value,  advuntageous  only  to  the  landlords,  and  propc^w 
tionably  ivjuriom  to  the  consumers  ?  **  * 

I  hare  already  expressed  my  opinion  on  this  subject  in 
treating  of  rent,  and  have  now  only  further  to  add,  that 
rent  is  a  creation  of  value,  as  I  understand  that  word,  but 
not  a  creation  of  wealth.  If  the  price  of  Com,  from  the 
difficulty  of  producing  any  portion  of  it,  should  nm  from 
J^  to  J^  per  quarter,  a  million  of  quarters  will  be  of  the 

'  [Smith,  ed.  Baclianan,  1814,  vol  iiL,  p.  27S;  note ;  ef.,  voL  iT.» 
p.  mi 
*  "  An  Inqnity  into  the  Natiu^  and  Progress  of  Reott^  p,  l^ 
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yndnm  of  X5.000,000  iiiste«d  of  X4.000.000,  and  m  this 
oora  will  eichuigo  not  onlr  for  more  money,  but  for  more 
of  ererj  other  commoditj,  the  poeaeeeort  will  hare  a 
greater  amoont  of  ^aloe ;  and  as  no  one  else  will,  in  con- 
•eqnenoe,  hare  a  less,  the  societj  altogether  will  be  posses- 
sed of  greater  Taloe,  and  in  that  sense  rent  is  a  creation  of 
iralne.  Bnt  this  Talue  is  so  far  nominal,  that  it  adds 
nothing  to  the  wealth,  that  is  to  say,  the  necessaries,  con- 
▼eniences,  and  enjoyments  of  the  society.^  We  should 
hare  precisely  the  same  quantity,  and  no  more,  of  commo- 
dities, and  the  same  million  quarters  ci  com  as  before ; 
but  the  effect  of  its  being  rated  at  X5  per  quarter,  instead 
of  X4b  would  be  to  transfer  a  portion  of  the  ralue  of  the 
com  and  commodities  from  their  former  possessors  to  the 
landlords.  Bent  then  is  a  creation  of  value,  but  not  a 
creation  of  wealth ;  it  adds  nothing  to  the  resources  of  a 
conntiT,  it  does  not  enable  it  to  maintain  fleets  and  armies; 
for  the  country  would  hare  a  greater  disposable  fund  if  its 
knd  were  of  a  better  quality,  and  it  could  employ  the  same 
ci^tal  without  generating  a  rent. 

It  must  then  be  admitted  that  Mr.  Sismondi  and  Mr, 
Buchanan,  for  both  their  opinions  are  substantially  the  same, 
were  correct,  when  they  considered  rent  as  a  value  purely 
nominal,  and  as  forming  no  addiUon  to  the  national  wealth, 
but  merely  as  a  transfer  of  value,  advantageous  only  to  the 
landlords,  and  proportionably  injurious  to  the  consumer. 

f  145.  In  another  part  of  Mr.  Malthus's  "  Inquiry  "  he 
observes,  "  that  the  immediate  canse  of  rent  is  obviously 
the  eicess  of  price  above  the  cost  of  production  at  which 
raw  produce  sells  in  the  market; "'  and  in  another  place' 
he  says,  **  that  the  causes  of  the  high  price  of  raw  produce 
■uiy  be  stated  to  be  three  :— 

•  [la  the '*  GffooBcU  ol  an  OpiaioB  on  the  Pdiey  of  rastrictiiig  the 
InpQfftatioa  of  Foceiga  Corm,**  p^  J8»  Malthas  approziBiates  i 
dsMly  to  the  vtows  ol  Ricarda] 
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"First,  and  mainly,  that  quality  of  tha  eartht  bj  whidi 
it  can  be  made  to  yield  a  greater  porti<m  ci  the  ; 
of  life  than  is  required  for  the  maintenance  of  the  j 
employed  on  the  land. 

''2dly.  That  quality  peculiar  to  the  necessariee  of  liCa^ 
of  being  able  to  create  their  own  demand,  or  to  raise  up  a 
number  of  demanders  in  proportion  to  the  quaati^  of 
necessaries  produced. 

"  And  8dly.  The  comparatire  scarcity  of  the  most  fertile 
land."  In  speaking  of  the  high  price  of  com,  Mr.  Malthas 
evidently  does  not  mean  the  price  per  quarter  or  per 
bushel,  but  rather  the  excess  of  price  for  which  the  whole 
produce  will  sell,  above  the  cost  of  its  production,  inclu- 
ding always  in  the  term  *'  cost  of  its  production,"  profile 
as  well  as  wages.  One  hundred  and  fifty  quarters  of  oom 
at  JSd  10«.  per  quarter,  would  yield  a  larger  rent  to  the 
landlord  than  100  quarters  at  jC4,  provided  the  cost  of 
production  were  in  both  cases  the  same. 

High  price,  if  the  expression  be  used  in  this  sense,  can* 
not  then  be  called  a  cause  of  rent ;  it  cannot  be  said  **  that 
the  immediate  cause  of  rent  is  obviously  the  excess  of  price 
above  the  cost  of  production,  at  which  raw  produce  sells 
in  the  market,"  for  that  excess  is  itself  rent.  Rent,  Mr. 
Malthus  has  defined  to  be  "  that  portion  of  the  value  of 
the  whole  produce  which  remains  to  the  owner  of  the  land, 
after  all  the  outgoings  belonging  to  its  cultivation,  of 
whatever  kind,  have  been  paid,  including  the  profits  of  the 
capital  employed,  estimated  according  to  the  usual  and 
ordinary  rate  of  the  profits  of  agricultural  stock  at  the 
time  being."  Now  whaterer  sum  this  excess  may  sell  for, 
is  money  rent;  it  is  what  Mr.  Malthus  means  by  "the  ex* 
cess  of  price  above  the  cost  of  production  at  which  raw 
produce  sells  in  the  market ; "  and,  therefore,  in  an  inquiry 
into  the  causes  which  may  elevate'  the  price  of  raw  produce, 
compared  with  the  cost  of  production,  we  are  inquiring 
into  the  causes  which  may  elevate  rent 
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§  146.  In  reCeroioe  to  the  first  cauM  which  Mr.  Malthui 
hat  MtigDed  for  the  rite  of  rent,  namelj,  "  that  qoalitj  of 
the  earth  bj  which  it  can  be  made  to  jield  a  greater  por- 
tion of  the  neoeenriee  of  life  than  is  required  for  the 
maintenance  of  the  persons  employed  on  the  land/'  he 
makes  the  following  obeerrations:  "We  still  want  to  know 
why  the  consumption  and  supply  are  such  as  to  make  the 
price  so  greatly  exceed  the  cost  of  production,  and  the 
main  cause  is  eridently  the  feriiliiy  of  the  earth  in  pro- 
ducing the  necessaries  of  life.  Diminish  this  plenty, 
^tin;ttiA  the  fertility  of  the  soil,  and  the  excess  will 
diminish ;  diminish  it  still  further,  and  it  will  disappear." ' 
True,  the  excess  of  necessaries  will  diminish  and  disappear, 
but  that  is  not  the  question.  The  question  is,  whether  the 
excess  of  their  price  abore  the  cost  of  their  production  will 
diminish  and  disappear,  for  it  is  on  this  that  money  rent 
depends.  Is  Mr.  Malthus  warranted  in  his  inference,  that 
because  the  excess  ci  quantity  will  diminish  and  disappear, 
therefore  **  the  cause  of  the  high  price  of  the  necessaries  of 
life  aboTO  the  cost  of  production  is  to  be  found  in  their 
abundance,  rather  than  in  their  scarcity ;  and  is  not  only 
essentially  different  from  the  high  price  occasioned  by 
artificial  monopolies,  but  from  the  high  price  of  those 
peculiar  products  of  the  earth,  not  connected  with  food, 
which  may  be  called  natural  and  necessary  monopolies  ?^^ 

Are  there  no  circumstances  under  which  the  fertility  of 
the  land,  and  the  plenty,  of  its  produce  may  be  diminished, 
without  occasioning  a  diminished  excess  of  its  price  abore 
the  cost  of  production,  that  is  to  say,  a  diminished  rent  P 
If  thei^  are,  Mr.  Malthus's  proposition  is  much  too  unirer- 
sal;  for  he  appears  to  me  to  state  it  as  a  general  [Mrinciple. 
true  under  all  dreumstances,  that  rent  will  rise  with  the 
inersased  fertility  of  the  land,  and  will  fall  with  its  dimin« 
ished  fsrtility. 

•riaHairy.-p.lM 
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Mr.  Maltbus  would  undoubtedly  bo  right,  if,  of  anj 
given  furin,  in  proportion  as  the  land  ^  yielded  abundantly, 
a  greater  share  of  the  whole  produce  were  paid  to  the 
landlord ;  but  the  contrary  is  the  fact :  when  no  other  but 
the  most  fertile  land  is  in  cultiTation,  the  landlord  has  the 
smallest  proportion  of  the  whole  produce,  as  well  as  the 
smallest  Talue,  and  it  is  only  when  inferior  lands  are 
required  to  feed  an  augmenting  population,  that  both  the 
landlord's  share  of  the  whole  produce,  and  the  ralue  be 
receives,  progressively  increase. 

Suppose  that  the  demand  is  for  a  million  of  quarters  of 
com,  and  that  they  are  the  produce  of  the  land  actually  in 
cultivation.  Now,  suppose  the  fertility  of  all  the  land  to 
be  so  dimiuished,  that  the  rerj  same  lands  will  yield  only 
900,000  quarters.  The  demand  being  for  a  million  c^ 
quarters,  the  price  of  com  would  rise,  and  recourse  must 
necessarily  be  had  to  land  of  an  inferior  quality  sooner 
than  if  the  superior  land  had  continued  to  produce  a 
million  of  quarters.  But  it  is  this  necessity  of  taking 
inferior  land  into  cultivation  which  is  the  cause  of  the  rise 
of  rent,  and  will  elevate  it,  although  the  quantity  of  com 
received  by  the  landlord  be  reduced  in  quantity.  Rent,  it 
must  be  remembered,  is  not  in  proportion  to  the  absolute 
fertility  of  the  land  in  cultivation,  but  in  proportion  to  it« 
relative  fertility.  Whatever  cause  may  drive  capital  to 
inferior  land,  must  elevate  rent  on  the  superior  land ;  the 
cause  of  rent  being,  as  stated  by  Mr.  Malthus  in  his  third 
proposition,  "  the  comparative  scarcity  of  the  most  fertile 
land."  The  price  of  com  will  naturally  rise  with  the  diffi- 
culty  of  producing  the  last  portions  of  it,  and  the  value  of 
the  whole  quantity  produced  on  a  particular  farm  will  be 
increased,  although  its  quantity  be  diminished ;  but  as  the 

>  [Not  tlie  land  of  that  farm  only,  bat  the  whole  land  of  the 
coontiy.  He  argues  that  an  increase  in  general  fertility  will  not 
lend  to  an  increaBe  in  the  rent  paid  for  aoy  given  hiVL  Coinpai% 
1     m       Appendix  &] 
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co0t  of  prodiiclioii  will  not  incrMsa  on  tbe  more  fertile 
kndt  M  wBgee  and  profits  taken  together  will  continue 
alwajt  of  the  tame  Talne,'  it  is  evident  that  the  excess  of 
price  aboTe  the  cost  of  production,  or,  in  other  words,  rent 
must  rise  with  the  diminished  fertility  of  the  land«  unless 
H  is  counteracted  bj  a  great  reduction  of  capital,  popula* 
tion,  and  demand  It  does  not  appear  then,  that  Mr. 
lialthus*s  proposition  is  correct :  rent  does  not  immediately 
and  necessarily  rise  or  fall  with  the  increased  or  diminished 
lertilitT  of  the  land ;  but  its  increased  fertility  renders  it 
capable  of  paying  at  some  future  time  an  augmented  rent 
Land  posswssd  of  Tery  little  fertility  can  nerer  bear  any 
vent ;  land  of  moderate  fertility  may  be  made,  as  popula* 
tion  increases,  to  bear  a  moderate  rent ;  and  land  of  great 
fortilitT  a  high  rent ;  but  it  is  one  thing  to  be  able  to  bear  a 
Ugh  rent,  and  another  thing  actually  to  pay  it.  Bent  may 
be  lower  in  a  countiy  where  lands  are  exceedingly  fertile  than 
in  a  country  where  they  yield  a  moderate  return,  it  being 
in  proportion  rather  to  relatire  than  absolute  fertility — 
to  the  Talue  of  the  produce,  and  not  to  its  abundance.' 

Mr.  Malthus  su|^ses  that  the  rent  on  land  yielding 
those  peculiar  products  oi  the  earth  which  may  be  called 

■  8ce  |MHg^  120  [pp.  97, 9S1,  where  I  hare  endearoured  to  show,  that 
whatcrer  facility  or  dilBculty  there  may  be  in  the  produetion  of 
eora ;  wiigvi and  promts  together  will  be  ol  the  Mune  value.  When 
wages  ripe,  it  i*  alwa\*ii  at  tlie  expeaw  ol  profits,  and  when  the}' 
fall,  profiu  always  ripe. 

*  Mr.  Xlalthaa  has  obsenred  in  a  late  paUicatioD,  that  I  hare 
■risandefstood  him  in  this  passage,  as  he  did  not  mean  to  say,  that 
mt  immeiliat^y  and  neceswarily  rises  and  falls  with  tlic  increased 
er  dimiaMied  fertility  of  the  huid.  If  so,  I  certainly  did  mis- 
aadeiKand  him.  Mr.  Malthns's  words  are, "  Diminish  this  plenty, 
diadaish  the  fortuity  of  the  soil,  and  the  excess  (rent)  will  diminish  s 
diminish  H  still  further,  and  it  wUl  disappear."  ["  Inquiry,"  etc, 
fk  IX]  Mr.  Malthus  does  noi  state  his  propositioa  eoaditionally, 
has  absolutely.  I  eoateaded  against  what  I  understood  him  to 
■afatfshi,  thatadimjautioaof  thelertihtyel  the  eoU  was  iaoom- 
pstible  with  aa  iacrssee  of  rent 
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natural  and  necessary  monopolies,  is  regulated  bj  a  prin- 
ciple essentiallj  different  from  that  which  regulates  the 
rent  of  land  that  yields  the  necessaries  of  life.  He  thinks 
that  it  is  the  scarcity  of  the  products  of  the  first  which  is 
the  cause  of  a  high  rent,  but  that  it  is  the  abundance  of 
the  latter  which  produces  the  same  effect 

This  distinction  does  not  appear  to  me  to  be  well  founded ; 
for  you  would  as  surely  raise  the  rent  of  land  yielding 
scarce  wines,  as  the  rent  of  com  land,  by  increasing  the 
abundance  of  its  produce,  if,  at  the  same  time,  the  demand 
for  this  peculiar  commodity  increased;  and  without  a 
similar  increase  of  demand,  an  abundant  supply  of  com 
would  lower  instead  of  raise  the  rent  of  com  land.  What- 
erer  the  nature  of  the  land  may  be,  high  rent  must  depend 
on  the  high  price  of  the  produce ;  but,  giren  the  high  prioe» 
rent  must  be  high  in  proportion  to  abundance  and  not  to 
scarcity. 

We  are  imder  no  necessity  of  producing  permanently 
any  gpreater  quantity  of  a  commodity  than  that  which  is 
demanded.  If  by  accident  any  greater  quantity  were  pro- 
duced, it  would  fall  below  its  natural  price,  and  therefore 
would  not  pay  the  cost  of  production,  including  in  that 
cost  the  usuaJ  and  ordinary  profits  of  stock:  thus  the 
supply  would  be  checked  till  it  conformed  to  the  demand* 
and  the  market  price  rose  to  the  natural  price. 

Mr.  Malthus  appears  to  me  to  be  too  much  inclined  to 
think  that  population  is  only  increased  by  the  prerious 
provision  of  food, — "  that  it  is  food  that  creates  its  own 
demand,"  '—that  it  is  by  first  providing  food,  that  en- 
couragement  is  given  to  marriage,  instead  of  considering 
that  the  general  progress  of  population  is  affected  by  the 
increase  of  capital,  the  consequent  demand  for  labour,  and 
the  rise  of  wages ;  and  that  the  production  of  food  is  but 
the  effect  of  that  demand. 

>  [See  above,  pw  9M.] 
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It  b  bjr  giTing  Um  workmen  more  monejf  or  any  other 
•ommoditj  in  which  wages  are  paid,  and  which  han  not 
fallen  in  Talne,  that  hia  aitnation  ia  improred.  The  in- 
craaaeof  pq>aktaoQ«andtheincreateoffood,  will  general! j 
be  the  effect*  but  not  the  neceesarj  effect  of  high  wagea.  The 
amended  condition  of  the  labourert  in  conieqnence  of  the 
increaeud  Talne  which  ia  paid  him,  does  not  necetsarilj 
oUige  him  to  many  and  take  upon  himaelf  the  charge  <^ 
»  famOy — he  will,  in  all  probabQity,  employ  a  portion  of 
hia  incivaaed  wages  in  furnishing  himself  abundantly  with 
flood  and  necessaries, — ^but  with  the  remainder  he  may,  if 
it  please  him,  purchase  any  commodities  that  may  con- 
tribute to  his  enjoyments— chairs,  tablea,  and  hardware, 
or  better  clothes,  sugar,  and  tobacco.  His  increased  wages 
then  will  be  attended  with  no  other  effect  than  an  increased 
demand  for  some  of  those  commodities ;  and  as  the  race  of 
labourers  will  not  be  materially  increased,  his  wages  will 
continue  permanently  high.  But  although  this  might  be 
the  consequence  of  high  wages,  yet  so  great  are  the  delights 
of  domestic  society,  that  in  practice  it  is  iuTariably  found 
that  an  increase  of  population  follows  the  amended  con- 
dition of  the  labourer;  and  it  is  only  because  it  does  so,  that 
with  the  trifling  exception  already  mentioned,  a  new  and 
increased  demand  arises  for  food  This  demand  then  is  the 
effect  of  an  increase  of  capital  and  population,  but  not  the 
cause — ^it  is  only  because  the  expenditure  of  the  people  takes  ^ 
this  direction,  that  the  market  price  of  necessaries  exceeds 
the  natural  price,  and  that  the  quantity  of  food  required  is 
produced ;  and  it  is  because  the  number  of  people  is  in- 
creased, that  wages  again  CalL 

What  motiTe  can  a  farmer  hare  to  produce  more  com 
than  is  actually  demanded,  when  the  consequence  would 
be  a  depression  of  its  market  price  below  its  natural  price,        { 
•ad  eonaequently  a  priration  to  him  of  a  portion  of  hia        | 
proflta,  by  reducing  them  below  the  general  rate ?    ''If.'*        f 
aaya  Mr.  Malthua,  «*  the  necessariea  of  life«  thesBkosiimvQX- 
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tant  products  of  land,  had  not  the  property  of  creating  an 
increase  of  demand  proportioned  to  their  increased  quantitj, 
such  increased  quantity  would  occasion  a  fall  in  their  ex* 
changeable  value.'  Howeyer  abundant  might  be  the  pro- 
duce of  the  country,  its  population  might  remain  stationary ; 
and  this  abundance  without  a  proportionate  demand,  and 
with  a  yery  high  com  price  of  labour,  which  would  natur- 
ally  take  place  under  these  cinnimstances,  might  reduce  iha 
price  of  raw  produce,  like  the  price  of  manufactures,  to  the 
cost  of  production."  * 

Might  reduce  the  price  of  raw  produce  to  the  cost  of 
production.  Is  it  ever  for  any  length  of  time  either  above 
or  below  this  price  P  Does  not  Mr.  Malthus  himself  state 
it  never  to  be  so ?  "I  hope,"  he  says,  " to  be  excused  for 
dwelling  a  little,  and  presenting  to  the  reader,  in  various 
forms,  the  doctrine,  that  com,  in  reference  to  the  quantity 
aetuaUy  produced,  is  sold  at  its  necessary  price,  like  manu* 
f actures,  because  I  consider  it  as  a  truth  of  the  highest  im* 
portance,  which  has  been  overlooked  by  the  economists,  by 
Adam  Smith,  and  all  those  writers,  who  have  represented 
raw  produce  as  selling  always  at  a  monopoly  price." ' 

"Every  extensive  country  may  thus  be  considered  as 
possessing  a  gradation  of  machines  for  the  production  of 
com  and  raw  materials,  including  in  this  gradation  not 
only  all  the  various  qualities  of  poor  land,  of  which  every 
territory  has  generally  an  abundance,  but  the  inferior 
machinery  which  may  be  said  to  be  employed  when  good 
land  is  further  and  further  forced  for  additional  produce. 
As  the  price  of  raw  produce  continues  to  rise,  these  in- 
ferior machines  are  successively  called  into  action ;  and  as 

■  Of  wliat  increased  quantity  does  Mr.  MalUms  speak  T  Who 
is  to  prodace  it  ?  Wlio  can  have  any  motive  to  produoe  it,  before 
any  demand  exists  for  an  additional  quantity? 

*  [**  An  Inquiry  into  the  Nature  and  Progress  of  Rent,**  1810 
pp.  9.  la] 

•["Inquiry/>».1 
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tlie  priee  of  mw  produce  ooDtinues  to  ftkU«  they  are  eueoet- 
mrtlj  thrown  ont  of  actioo.  The  illnetniion  here  used, 
•erree  to  show,  at  once,  the  n€ce9$Ujf  of  ike  actual  prie$  of 
com  lo  ike  admd  produce^  and  the  different  effect  which 
would  attend  a  great  reduction  in  the  price  of  anj  parti- 
cular manufacture,  and  a  great  reduction  in  the  price  of 
raw  produce.**  * 

How  are  thoee  pasaaget  to  be  reconciled  to  that  which 
aiBrmt,  that  if  the  necessaries  of  life  had  not  the  property 
of  creating  an  increase  of  demand  proportioned  to  their  in- 
creased quantity,  the  abundant  quantity  produced  would 
then,  and  then  only,  r^uce  the  price  of  raw  produce  to  the 
cost  of  productionP  If  com  is  nerer  under  its  natural 
price,  it  b  nerer  more  abundant  than  the  actual  popula- 
tkm  require  it  to  be  for  their  own  consumption ;  no  store 
can  be  laid  up  for  the  consumption  of  others ;  it  can  never 
then  by  its  cheapness  and  abundance  be  a  stimulus  to 
population.  In  proportion  as  com  can  be  produced  cheaply, 
the  increased  wages  of  the  labourers  will  hare  more  power 

*  "  laqairy,**  dc  "  In  all  progrsMive  coantricn,  the  arentge  price 
cf  corn  is  Bsrtr  higher  than  what  it  neeeftMuy  to  continue  the 
ATcrsipe  iaereaiie  of  i^nee.**  "  Obtenrattone  on  the  EfleeU  of  the 
Corn  UwB,**  ISIA,  p.  21. 

**  la  the  employment  of  fre»h  capital  npon  tlie  lanil,  to  provide 
for  the  waate  of  aa  inereaMng  popnlation,  whether  this  fre^h  capi- 
tal it  employed  in  bringing  more  land  under  the  plough,  or  improv- 
ing Uad  already  in  cultivation,  the  main  question  always  de|>ends 
upon  the  expected  retumt  of  this  capital ;  and  no  part  of  the  gross 
profiu  can  be  diminished,  without  diminishing  the  motive  to  this 
mode  of  employing  it.  Every  diminution  of  price,  not  fully  and 
immediately  balanced  liy  a  proportionate  fall  in  all  the  necessary 
sxpsasm  of  a  farm,  every  tax  oo  the  land,  e^-ery  tax  on  farming 
stock,  every  tax  on  the  necessaries  of  farmers,  will  tell  in  the  com- 
patatioB  s  and  if  after  all  these  outgoings  are  allowed  for,  the  price 
el  the  produce  will  not  leave  a  fair  remuneratioo  lor  the  capital 
employed,  according  to  the  general  rate  of  profits,  and  a  rent  at 
least  equal  to  the  rent  of  the  land  in  iu  former  state,  no  suflkient 
motive  eaa  exist  to  undertake  the  projected  improvements  **  **  Ob- 
>»    (••laqaliy.-p.»,».l 


\ 


exAT.  xxeh*]    MALTHtrs'a  onsmss  on  mest*  403 

m  uttinuiu  f&mili^ft.  In  AseeritA*  popoktaon  jarrwiii 
iRpidljr,  beca^iae  food  cm  be  prodooed  u  a  dieftp  pnttp  ^^ 
■M  becftUie  fta  ftbcmduit  vupplj  lus  bees  prerioofllj  pto- 
Ti4ed.  In  Europe  populataosi  iscraftAes  oottpttatiTet/ 
domlj^  becaiue  food  ciJi0ot  be  prDdaced  ml  m  ebeapTAlcia 
Id  tb^  asOAl  And  ordic&iy  covirse  of  tMngm,  the  disitiaud  for 
All  eomiiickliti^  pr«oades  Ibeir  tupplj.  Bj  sajing,  Uiat 
eom  would,  Like  omBufACttireSt  tiak  to  iU  price  of  produce 
*  tiotu  if  it  could  oot  raise  up  demapd^rst  Mr,  Maltbas  eaa- 
Sioi  maui  tbat  idl  real  would  be  ftbiorbed ;  for  be  bas  bim^ 
telf  juttl/  remarked,  ibat  if  ill  rem  were  giTen  ttp  bj  tlie 
Uodlordi,  com  would  not  fmU  in  prke;  feat  bein^  Cbe 
rHect^  and  aot  the  cause  of  bigb  price,  and  tbere  being 
ml  ways  one  quality  of  laud  in  cukiTation  wbtcb  poje  no 
m^t  whrs!t^v.^r,  *f]-^  '^'^rn  from  which  replaces  bj  its  piioe, 
only  wages  and  profits. 

In  the  following  passage,  Mr.  Maltbus  bas  giren  an  able 
exposition  of  the  causes  of  the  rise  in  the  price  of  raw  pro* 
duce  in  rich  and  progressive  coiintries,  in  erery  word  of 
which  I  concur ;  but  it  appears  to  me  to  be  at  variance  with 
some  of  the  propositions  maintained  by  him  in  bis  Essay 
on  Bent.  "  I  have  no  hesitation  in  stating,  that,  indepen* 
dently  of  the  irregularities  in  the  currency  of  a  countrj, 
and  other  temporary  and  accidental  circumstances*  the 
cause  of  the  high  comparatire  money  price  of  com  is  its 
high  coni}>anitiTe  real  price,  or  the  g^reater  quantity  of 
;  i!  capital  and  labour  which  must  be  employed  to  produce  it ; 

,:  . .     and  that  the  reasons  why  the  real  price  of  com  is  bigber» 
f'  and  continually  rising  in  countries  which  are  already  ricbt 

{ .  and  still  advancing  in  prosperity  and  population,  is  to  be 

{ I  foimd  in  the  necessity  of  resorting  constantly  to  poorer 

I  landf  to  machines  which  require  a  gpreater  expenditure  to 

I'  work  them,  and  which  consequently  occasion  each  fresh 

.  addition  to  the  raw  produce  of  the  country  to  be  purchased 

I  at  a  greater  cost ;  in  short,  it  is  to  be  found  in  the  impor* 

tant  tmth,  that  com  in  a  progressive  coimtiy,  is  sold  at  a 
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price  naoettarf  to  jiald  the  actual  eapplj ;  and  that,  ae 
ihiB  eupply  becomee  more  and  more  diffioolt*  the  price  risee 
m  proportion/* ' 

The  real  price  of  a  commodity  it  here  properly  stated  to 
depend  on  the  greater  or  lets  quantity  of  labour  and  capi« 
tal  (that  ie,  accumulated  labour)  which  must  be  employed 
to  produce  it  Real  price  does  not,  as*  some  hare  con« 
tonded,  depend  on  money  TiJue ;  nor,  as  others  have  said, 
OB  ralue  relatiTely  to  com,  labour,  or  any  other  com- 
vBodity  taken  singly,  or  to  all  commodities  coUectiTely ; 
Imt,  as  Mr.  Ualthus  justly  says,  **  on  the  greater  (or  less) 
quantity  of  capital  and  labour  which  must  be  employed  to 
produce  it.** 

§  147.  Among  the  causes  of  the  rise  of  rent,  Mr.  Mai- 
thus  mentions,  **  such  an  increase  of  population  as  will 
lower  the  wages  of  labour."  But  if,  as  the  wages  of 
labour  hXi  the  profits  of  stock  rise,  and  they  be  together 
always  of  the  same  Talue,*  no  fall  of  wages  can  raise  rent, 
for  it  will  neither  diminish  the  portion,  nor  the  Talue  of 
the  portion  of  the  produce  which  will  be  allotted  to  the 
farmer  and  labourer  together;  and,  therefore,  will  not 
leare  a  larger  portion,  nor  a  larger  Talue  for  the  landlord. 
In  proportion  as  less  is  appropriated  for  wages,  more  will 
be  appropriated  for  profits,  and  vice  vend.  This  dirision 
win  be  settled  by  the  fanner  and  his  labourers,  without 
any  interference  of  the  landlord;  and,  indeed,  it  is  a 
matter  in  which  he  can  hare  no  interest,  otherwise  than  as 
one  diTision  may  be  more  &TOurable  than  another,  to  new 
accumulations,  and  to  a  further  demand  for  land.  If 
wages  fell,  profits,  and  not  rent,  would  rise.  If  wages 
iMe,  profits,  and  not  rent,  would  falL  The  rise  of  rent 
and  wages,  and  the  fall  of  profits,  are  generally  the  in- 
ffitable  efbcts  of  the  same  causo— the  increasing  demand 

•riiiqaliy,-et«.,ppL4a,41.1 

•  a«  Thiid  Edition  was  priated  ••  has."] 
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lor  food,  the  iacreafl^  quaotitj  of  labour  reqalrtd  to  pnK 
duce  it,  &njd  tta  oonsequeiitl/  bigli  price.  If  th€  landlord 
wer6  to  forego  bis  whole  rent,  the  Ubonr^rs  ^ould  not  be 
in  the  least  benefited.  If  it  were  passible  for  the  laboaren 
to  give  up  their  whole  wagei,  the  landlordt  would  derive 
CO  advantage  from  such  a  drcumstaoce ;  but  in  both  cases 
the  farmer  would  reeeiTo  and  retain  all  which  they  relin- 
quish.  It  haa  been  my  endeavour  to  show  in  tlils  work, 
that  a  fall  of  wages  would  have  no  other  e^ect  than  to 
raiee  profits.  Every  rise  of  profits  is  favourable  to  the 
accumulation  of  capital,  and  to  the  further  increase  of 
population,  and  therefore  would,  in  all  probabilitj,  ulti* 
matetf  lead  to  an  iocreaAe  o£  rent, 

§  148.  Another  cause  of  the  rise  of  rent,  according  to 
Hr.  Malthus^  is  *'  such  agricultural  improvementBt  or  such 
increase  of  eiertionSi  aa  will  dlminiah  the  number  of 
labourers  necessary  to  produce  a  given  effect."  To  this 
passage  I  have  the  same  objection  that  I  had  against  that 
which  speaks  of  the  increased  fertility  of  land  being  the 
cause  of  an  immediate  rise  of  rent.'  Both  the  improve- 
ment  in  agriculture,  and  the  superior  fertility  will  give  to 
the  land  a  capability  of  bearing  at  some  future  period  a 
higher  rent,  because  with  the  same  price  of  food  there  will 
be  a  great  additional  quantity;  but  till  the  increase  of 
}>opulation  be  in  the  same  proportion,  the  additional  quan- 
tity of  food  would  not  be  required,  and,  therefore^  rents 
would  be  lowered  and  not  raised.  The  quantity  that  could 
under  the  then  existing  circumstances  be  consumed,  could 
be  f umiRhed  either  with  fewer  hands,  or  with  a  less  qoaa- 
i  tity  of  land,  the  price  of  raw  produce  would  fall,  and  capi* 

tal  would  be  withdrawn  from  the  land.*  Nothing  can 
raise  rent,  but  a  demand  for  new  land  of  an  inferior  quality, 
or  some  cause  which  shall  occasion  an  alteration  in  the  xe» 


>  [§  31  and  Appendix  B.] 

*  See  pp.  69,  aa 
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latiT*  fertility  of  the  land  already  under  eultiTataon/ 
Improreiiieiita  in  agriculture,  and  in  the  dirision  of  labour, 
are  eominon  to  all  land ;  thej  increaae  the  abeolute  quan- 
tity of  raw  produce  obtained  from  each,  but  probably  do 
not  much  disturb  the  relatire  proportions  which  before 
existed  between  them. 

f  149.  Mr.  Ualthus  has  justly  commented  on  the  error 
of  Dr.  Smith's  aigument,  that  com  is  of  so  peculiar  a 
nature,  that  its  production  cannot  be  encouraged  by  the 
same  means  that  the  production  of  all  other  commodities 
is  encouraged.  He  obeenres,  **  It  is  by  no  means  intended 
to  deny  the  powerful  influence  of  the  price  of  com  upon 
the  price  of  labour,  on  an  arerage  of  a  considerable  num- 
ber of  years;  but  that  this  influence  is  not  such  as  to 

*  U  is  iioi  aeeeMso'  to  ttalc,  oo  erer}*  occasion,  Imi  it  miui  be. 
always  anderrtood,  that  the  aaiDe  rewulU  will  follow,  m  far  st  re- 
gards the  priee  of  raw  iwodnce  and  the  Hm  of  rents,  whether  an 
additiopsi  capital  of  a  i^ven  amoaat,  be  employed  on  new  land,  for 
which  Boreoi  ie  paid,  or  on  land,  already  in  cultivation,  if  the  pro- 
dace  ohtsined  from  both  be  precisely  the  same  in  quantity.  8ef 
p.  4a 

U.  Say,  in  his  notes  to  the  French  transUtion  of  this  work, 
(Ncies  to  e.  iL  of  French  transUtion  of  Ricardo,  1819,]  has 
eadeaToared  to  shew  that  there  is  not  at  any  time  land  in  calti%*a* 
Ikm  which  does  not  pay  a  rent,  an<*  having  satisfied  himself  oo  this 
poiai,  be  eoaelodes  that  he  has  overturned  all  the  conclusions 
which  rssalt  from  that  doctrine.  He  infers,  for  example,  that  I 
am  not  correct  in  sa>-ing  that  taxes  oo  com,  and  other  raw  produce, 
by  eWvatiag  their  price,  fall  oo  the  consumer,  and  do  not  fall  oo 
teak  He  contends  that  sneh  taxes  must  fall  on  rent.  But  before 
XL  8ay  caa  establish  the  correctness  ol  this  inference,  l»e  must 
also  show  that  there  is  not  aay  capital  emplo>*cd  on  the  land  for 
which  no  rent  is  paid  (lee  the  beginning:  of  this  note,  and  psgcs  44 
and  61,  M  of  the  present  work)  s  now  tlils  he  has  not  attempted  to 
do.  la  no  part  of  his  notes  has  he  refuted,  or  even  noticed  that 
impofftaat  doctrine.  By  his  note  to  page  182  of  the  second  Tolume 
el  the  French  edition,  he  does  not  appear  to  be  aware  that  it  has 
even  besa  advanced.  [P.  58  seems  to  have  been  a  wroog  i 
la  pressat  editiiio  consult  M  ».  S7.  ] 

•  [For  bssring  of  t  his  last  muark  see  Ap^ea^ka  %.\ 
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proreiit  the  moTement  of  capital  to,  or  &x>m  the  1a^ 
which  ia  this  pre<dse  poiot  in  que»tion.  will  be  made  ii 
cieotlj  tTid^fit,  bj  a  tthort  inquiry  into  the  ta^nnm 
which  Ubour  ii  paid,  and  tmnight  into  the  market,  a 
hf  a  conitdcratjon  of  the  co&sequeucea  to  which  the  i 
iumptioD  of  Adam  Smith'i  prapoiitioo  would  ine vital 
iMd/*' 

Ur.  Uaithui  thes  proceeds  to  nhow,  that  demand  g 
hi^ch  prioo  will  as  effect u&Uj  encoumge  the  production 
raw  produce,  aa  the  demand  and  high  price  of  an/  oti 
commodity*  will  encourage  its  productioa.  In  tbi«  view 
wilt  be  teen*  from  what  I  have  said  of  the  electa 
bouutiet,  that  I  euUrelj  eoucur.'  I  have  noticed  i 
im»iuLg«  from  Mr.  Malthus's  "  Ob»ervatiou3  on  the  Oq 
Laws/*  for  the  purpose  of  showing  in  what  a  differe 
sense  tbe  term  real  price  is  used  here,  and  in  hia  otii 
pamphlet,  euthled  '*  Grounds  of  an  Opinion/'  etc*  In  tb 
passage  Mr«  Mai  thus  tells  us,  that  *'  it  is  clearly  an  incpea 
of  real  price  alone  which  can  encourage  the  production  4 
oonit" '  and,  br  real  price,  he  evidently  means  the  incriea 
in  its  %^alue  relatirely  to  all  other  things;  or,  in  othi 
words,  tlie  rise  in  its  market  above  iu  natural  price,  or  t) 
ooftt  of  its  production.     If  hy  real  price  this  ia  what 

*  ''OKi^rvAtbn*  on  the  Corn  Lawn,"  p,  i  [reidly  51 
'  tS  107.] 

*  [Thin  h  nut  quite  correct.  The  whi>le  fiosdage  in  Malihi 
("  OK^rvationn,"  etc.,  jiji.  4,  5)  runn  an  foll^iWR  ; 

"  We  muht  J*e;L;in,  Ikierefore,  liy  an  inr|uiry  into  thetruih  of  Adu 
i^ijiith^  {ir^uii^ent/'  etc. 

Tlie  tiu Watice  uf  hi^  argument  is  tiisi  com  is  of  iko  jieculiiir 
nature,  tlmt  it*t  real  price  cannot  l)e  ^&i^e(]  hy  an  increase  of  il 
money  price  ;  anil  tlmt^  an  it  i*  cleArly  an  increase  of  re&l  prie 
alone^  wluch  rrvn  encourA^o  it^  pro^lucttrm* 

Mftltlmft  iH  nutJtikiariiin^r  Smith 'n  argument.  It  may,  howevei 
}m  mldefl  that  no  fi%r  ai  *'  renl  pric^  **  in  concerned,  Hicnrdu'ii  iatei 
pretatiun  would  apply  to  Malthuti.  Ci  tueof  the  e^cprewion  by  yi 
ia  other  ik&tRia;,'e9.     *'  Observations,"  elc.t  pp.  8,  SI,  etc] 
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mcantt  although  I  do  not  admit  the  propriety  of  thus 
naming  it,  Mr,  lCalthus*s  opinion  is  undoubtedly  correct; 
it  it  the  rite  in  the  market  price  of  com  which  alone  en« 
eourmgea  its  production ;  for  it  may  be  laid  down  as  a  prin« 
dple  uniformly  truot  that  the  only  great  encouragement  to 
the  increased  production  of  a  commodity,  is  its  market 
Talne  exceeding  its  natural  or  necessary  Talue. 

Bui  this  is  not  the  meaning  whidi  Mr.  Malthus,  on 
other  occasions,  attaches  to  the  term,  real  price.  In  the 
Essay  on  Bent,  Mr.  Malthus  says,  by  "  the  real  growing 
priee  of  com,  I  mean  the  real  quaniUp  of  labour  and 
capital,  wkiek  has  tseift  emjplofed  to  produce  the  last  addi- 
tions which  haTO  been  made  to  the  national  produce.*'  In 
another  part  he  states  "  the  cause  of  the  high  comparatiye 
real  price  of  com  to  be  the  greater  quaniUp  of  capital  and 
labour,  which  must  be  employed  to  produce  it**  ^  Suppose 
that  in  the  foregoing  passage  we  were  to  substitute  this 
definition  of  real  price,  would  it  not  then  run  thusP — "  It 
is  dearly  the  increase  in  the  quantity  of  labour  and  capital 
which  must  be  employed  to  produce  com,  which  alone  can" 
encourage  its  production."  This  would  be  to  say,  that  it 
is  deariy  the  rise  in  the  natural  or  necessary  price  of  com, 
which  encourages  its  production — a  proposition  which 
eould  not  be  maintained.  It  is  not  the  price  at  which  com 
can  be  produced,  that  has  any  influence  on  the  quantity 
produced,  but  the  price  at  which  it  can  be  sold.  It  is  in 
proportion  to  the  degree  of  the  difference  of  its  price  above 
or  bdow  the  cost  of  production,  that  captal  is  attracted  to, 
or  repdled  from  the  land.    If  that  excess  be  such  as  to 

*  Upea  ahowlag  this  pssM^  to  Mr.  Malilims  at  the  time  when 
tkeee  papsre  were  going  to  the  prsm,  he  ohtenred,  "  that  ia  these 
two  iaelaaese  he  had  iasdvertently  iMsd  the  term  rvo/ jrib^ 
d  tmi  ^frmimeiwm.  It  will  be  seen,  from  what  I  have  alieady 
•aU,  that  to  me  it  appear*,  that  ia  theiie  two  iaataaees  he  hss  iMsd 
I  real  jpriM  ia  Its  trae  sad  JMt  seeeptatioa,  sad  that  in  the 
r  earn  eiily  It  b  iacerrset^  appUsd. 
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give  to  capital  so  employed,  a  gpneater  than  the  genenl 
profit  of  stock,  capital  will  go  to  the  land;  if  less,  it  wiD 
be  withdrawn  from  it 

It  is  not,  then,  by  an  alteration  in  the  real  price  of  com 
that  its  production  is  encouraged,  but  bj  an  alteration  is 
its  market  price.  It  is  not ''  because  a  greater  quantity  of 
capital  and  labour  must  be  employed  to  produce  it,  (Mr. 
Malthus's  just  definition  of  real  price,)  that  more  capital 
and  labour  are  attracted  to  the  land,  but  because  the 
market  price  rises  above  this  its  real  price,  and,  notwith- 
standing  the  increased  charge,  makes  the  cultivation  of 
land  the  more  profitable  employment  of  capital." 

§  150.  Nothing  can  be  more  just  than  Uie  following  ob> 
senrations  of  Mr.  Malthus,  on  Adam  Smith's  standard  of 
value.  "  Adam  Smith  was  eridently  led  into  this  train  of 
argument,  from  his  habit  of  considering  labonr  a§  He 
iiandard  meoiure  of  value,  and  com  as  the  measure  of 
labour.  But  that  com  is  a  very  inaccurate  measure  of 
labour,  the  history  of  our  own  country  will  amply  demon- 
strate ;  where  labour,  compared  with  com,  will  be  found  to 
have  experienced  very  great  and  striking  variations,  not  only 
from  year  to  year,  but  from  century  to  century ;  and  for  ten, 
twenty,  and  thirty  years  together.  And  that  neiiker  labinar 
nor  any  other  commodity  can  he  an  aeeuraie  measure  of  real 
wdue  in  exchange,  is  now  considered  as  one  of  the  most 
incontrovertible  doctrines  of  political  economy ;  and,  indeed, 
follows  from  the  very  definition  of  value  in  exchange."  * 

If  neither  com  nor  labour  arc  accurate  measures  of  real 
value  in  exchange,  which  they  clearly  are  not,  what  other 
commodity  is  ?— certainly  none.  If,  then,  the  expression, 
real  price  of  commodities,  have  any  meaning,  it  must  be 
that  which  Mr.  Malthus  has  stated  in  the  Essay  on  Bent 
—it  must  be  measured  by  the  proportionate  quantity  gf 
capital  and  labour  necessary  to  produce  them. 

>  [««Ohserv&tioDs'*etc.,  p.  \^] 
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In  Mr.  Malthns's  "^  Inquiry  into  the  Nature  of  Bent,'* 
ho  njit  **  that»  independently  of  irregukritiet  in  the  cur« 
mcy  of  a  countiy,  and  other  temponuy  and  accidental 
cireumitances»  the  cause  of  the  high  comparatiTe  money 
price  of  com*  is  its  high  comparatire  real  price*  wr  ike 
grmier  fuamiiiy  af  eapUal  tmd  Ubomr  tMek  mutt  he  em- 
fhyed  to  produce  it.**  * 

This,  I  apprehend,  it  the  correct  account  of  all  perma* 
nent  Tariations  in  price,  whether  of  com  or  of  any  other 
commodity.  A  commodity  can  only  permanently  rite  in 
price,  either  because  a  greater  quantity  of  capital  and 
labour  must  be  employed  to  produce  it,  or  because  money 
has  fallen  in  Talue ;  and,  on  the  contrary,  it  can  only  &dl 
in  price,  either  because  a  less  quantity  of  capital  and 
labour  may  be  employed  to  produce  it,  or  because  money 
has  risen  in  Talue. 

A  Tariation  arising  from  the  latter  of  these  alternatives, 
an  altered  ralue  of  money,  is  common  at  once  to  all  com* 
modities;  but  a  variation  arising  from  the  former  cause,  is 
confined  to  the  particular  commodity  requiring  more  or 
less  Ubour  in  its  production.  By  allowing  the  free  impor- 
tation  of  com,  or  by  improvements  in  agriculture,  raw 
produce  would  toil ;  but  the  price  of  no  other  commodity 
would  be  affected,  except  in  proportion  to  the  fall  in  the 
real  value,  or  cost  of  production,  of  the  raw  produce,  which 
entered  into  its  composition. 

Mr.  M althus,  having  acknowledged  this  principle,  can- 
not, I  think,  consistently  maintain  that  the  whole  money 
value  of  all  the  commodities  in  the  country  must  sink 
exactly  in  proportion  to  the  Call  in  the  price  of  com.  If 
the  com  consumed  in  the  country  were  of  the  value  of  ten 
millions  per  annum,  and  the  manufactured  and  foreign 
eommodities  consumed  were  of  the  value  of  twenty  millions, 
*  altogether  thirtj  millions,  it  would  not  be  admit- 

*  FtgtiA. 


CHAP*  XXXn.]      MALTEUS'S  OPiNrONS  OH  RBKT. 


dble  to  infer  that  the  annual  expenditiire  wum  induced 
15  millions,  because  com  bad  faUen  50  per  ceDi.,  or  trc 
10  to  6  millions. 

The  value  of  the  raw  produce  wHcb  entered  into  t 
compoaition  of  tlieBe  manufactures  might  not,  for  exaap 
exceed  20  per  cent,  of  their  whole  value,  and,  therefore,  t 
&11  in  the  value  of  manufactured  commoditiefi^  instead 
being  from  20  to  10  millions,  would  be  only  from  20  to 
millions ;  and  after  tlie  fall  in  the  price  of  corn  of  ^  | 
cent.,  the  whole  amount  of  the  annual  expenditure,  inita 
of  falling  from  30  to  15  millionB,  would  fall  from  SO  to  ! 
millions/ 

This,  I  say,  would  be  their  value,  if  you  supposed  it  pc 
sible»  that  with  such  a  cheap  price  of  com,  no  more  oo 
and  commodities  would  be  consumed ;  but  as  all  tho#e  wl 
had  employed  capital  in  the  production  of  com  on  the 
lands  which  would  no  longer  be  cultivated,  could  empl 
it  in  the  production  of  manufactured  goods  j  and  oidy 
part  of  those  manufactured  goods  wonid  be  given  in  « 
change  for  foreign  com,  as  on  any  other  suppositioa  i 
advantage  would  be  gained  by  importation,  and  low  price 
we  should  have  the  additional  value  of  all  that  quantity 
manufactured  goods  which  were  so  produced,  and  not  e 
ported  to  add  to  the  above  value,  so  that  the  real  dimin 
tion,  even  in  money  value,  of  all  the  commodities  in  tl 
country,  com  included,  would  be  equal  only  to  the  lo 
of  the  landlords,  by  the  reduction  of  their  renta,  whi 
the  quantity  of  objects  of  enjoyment  would  be  great 
increased. 

§  151.  Instead  of  thus  considering  the  e^eet  of  a  £aU 


»  Manufacturer,  indeed,  oonld  not  fall  in  sny  such  propoclk 
because,  under  the  clrcumat&nceA  ftupiK>«etl,  there  would  be  a  o< 
diatribution  of  the  preciotia  metalB  among  Urn  difTerent  conntrti 
Our  dieap  eommoditiei  would  be  exporteti  in  exchi^uge  for  eo 
and  gold  I  till  tlie  sccumalation  of  gold  should  lower  ite  Yaliie»  m 
liie  money  pdoe  of  CQnuiiodities. 
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the  Tmliie  of  mw  produce ;  as  Mr.  Malthas  was  bound  to 
do  by  his  prorious  admission ;  he  considers  it  as  precisely 
the  same  thing  as  a  rise  of  100  per  cent  in  the  Talue  of 
mooejt  and,  therefore,  argues  as  if  all  commodities  would 
nnk  to  half  their  former  price. 

~  During  the  twenty  years  beginning  with  1794,'*  he 
says,  **  and  ending  with  1818,  the  arerage  price  of  British 
com  per  quarter  was  about  eighty-three  shillings ;  during 
the  ten  years  ending  with  1818,  ninety-two  shillings ;  and 
daring  the  last  fiye  years  of  the  twenty,  one  hundred  and 
eight  shillings.  In  the  course  of  these  twenty  years,  the 
Ooremment  borrowed  near  fire  hundred  millions  of  real 
c^iital ;  for  which,  on  a  rough  ayerage,  ezclusire  of  the 
sinking  fund,  it  engaged  to  pay  about  five  per  cent  But 
if  com  should  Call  to  fifty  shillings  a  quarter,  and  other 
commodities  in  proportion,  instead  of  an  interest  of  about 
^1%  per  cent,  the  Ooremment  would  really  pay  an  interest 
of  seren,  eight  nine,  and  for  the  last  two  hundred  millions, 
ten  per  cent 

""To  this  extraordinary  generosity  towards  the  stock- 
holders, I  should  be  disposed  to  make  no  kind  of  objection, 
if  it  were  not  necessary  to  consider  by  whom  it  is  to  be 
paid;  and  a  moment's  reflection  will  show  us,  that  it  can 
only  be  paid  by  the  industrious  clssiei  of  society,  and  the 
landlords;  that  is,  by  all  those  whose  nominal  income  will 
Taiy  with  the  Tariations  in  the  measure  of  Talue.  The 
nominal  rerenues  of  this  part  of  the  society,  compared  with 
the  arenige  of  the  last  fire  years,  will  be  diminished  one 
half,  and  out  of  this  nominally  r^uced  income,  they  will 
hare  to  pay  the  same  nominal  amount  of  taxes.**  ^ 

In  the  first  place,  I  think,  I  haye  already  shown,  that 
erren  the  yalne  of  the  groes  income  of  the  whole  country 
wiU  not  be  diminished  in  the  proportion  for  which  Mr. 
Malthas  here  contends ;  it  would  not  follow,  that  because 

•  •«neGroaad«elaaOv4aWi^r«^%>^^ 
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[  UU  fiftf  per  cenL,  €«ch  tnanV  gn>fts  mcome  wdoI^ 
mdooid  fifty  per  ceat  In  raliie ; '  him  net  inoome  m%U 
adnallj  tocreued  In  vmltte.* 

In  ihs  seco&d  place,  I  think  the  reader  wQl  agree  « 
me^  Uiat  the  locreoaed  cb&rget  if  admitted,  would  not  J 
exdaftiTelj  **  on  tlie  landlords  and  the  itidustriaus  '^^ 
of  modeiyz**  the  stockholder,  bj  his  expenditure,  coOl 
bute*  hlv  shape  ta  tho  support  of  the  public  burdens  in  | 
lame  waj  aa  the  other  classes  of  societ/.  If,  thenj  moq 
became  reall/  more  i^alnable,  although  he  would  t^odwi 
greater  Talue,  be  wouM  §lm  pajr  a  greater  value  in  tax 
and,  therefore,  it  cannot  be  true  that  the  whole  addition 
the  real  ralue  of  the  mtereBt  would  be  paid  bj  "  the  iafl 
lords  and  the  mdustriouB  classes, "  i 

The  whole  argument,  however,  of  Mr,  MalthuB,  1$  bo 
on  an  infirm  basis :  it  supposes,  because  the  gross  inooE 
of  the  country  is  diminished,  that,  therefore,  the  o 
income  mu«t  also  be  diminished,  in  the  same  prDportso 
It  hai  been  one  of  the  objects  of  this  work  to  show,  th 
with  e^ery  fall  in  the  real  value  of  neoessanest  the  w^ 
of  labour  would  fall,  and  that  the  promts  of  stock  woii 
rise — in  other  words,  that  of  any  giYen  annual  value  a  le 
portion  would  be  paid  to  the  labouring  dass^  and  a  laigi 
portion  to  those  whose  funds  employed  this  class,  SuppcN 
the  value  of  the  commodities  produced  in  a  particuli 
manufacture  to  be  JCI,OO0,  and  to  be  divided  between  tl 
master  and  his  labourers,  in  the  proportion  of  X800  1 
labourers,  and  X200  to  the  master ;  if  the  value  of  ihei 
commodities  should  faU  to  JS900,  and  J^lOO  be  saved  fro] 
tho  wages  of  labour,  in  consequence  of  the  fall  of  necei 

^  Mr  Malthucp  ID  another  part  of  the  same  work,  suppoo 
eommoditieA  to  vary  25  qt^  per  cent*  wlien  com  vanes  33|« 

'  [Hicardo*«  reply  b  tiirecfold.  Firat,  the  priee  of  M  coiujui 
ditie^  vrill  iK>t  1^1  $a  aaftumed.  Secondly,  the  stockholder  himM 
contrihut«B  to  the  fu&d  rslaed  by  taxation.  Thirdly,  taxes  M9  nsj 
out  of  the  net  snd  not  the  gross  income.] 


"     414  POUTICAL  ECOKOMT.  [OHAP.  ZXXZI. 

'    Miiei^tlie  net  income  of  the  matters  would  be  in  nodegree 
'     impelled,  end.  therefore,  he  could  with  juet  at   much 
facility  paj  the  tame  amount  of  tazet,  after,  at  before  the 
vedoction  of  price.* 

It  it  of  importance  to  dittinguith  dearlj  between  grott 
verenne  and  net  reTenue,  for  it  it  from  the  net  rerenue  of 
a  eodetj  that  all  taxet  mutt  be  paid.*  Suppose  that  all 
the  commoditiet  in  the  countrr,  all  the  com,  raw  produce, 
manufactuied  goodt,  etc,  which  could  be  brought  to 
smrket  in  the  courte  of  the  year,  were  of  the  Talue  of  20 
■lilliont,  and  that  in  order  to  obtain  thit  Talue,  the  labour 
ot  a  certain  number  of  men  wat  necettarj,  and  that  the 
abtdute  necestariet  of  thete  labourert  required  an  expen- 
ditore  of  10  miUiont.  I  thould  tajr  that  the  grott  revenue 
ot  tuch  society  wat  20  milliont,  and  itt  net  revenue  10 
wiaimif  It  doet  not  follow  from  thit  tuppotition,  that 
the  labourert  thould  receive  only  10  milliont  for  their 
labour ;  they  might  receive  12, 14,  or  15  milliont,  and  in 
that  case  they  would  have  2,  4,  or  5  milliont  of  the  net 
income.  The  rett  would  be  divided  between  landlordt  and 
c^Ntalittt ;  but  the  whole  net  income  would  not  exceed  10 
milliont.  Suppote  tuch  a  todety  paid  2  milliont  in  taxet, 
itt  net  income  would  be  reduced  to  8  milliont. 

Suppoee  now  money  to  become  more  valuable  by  one- 
tenth,  all  commoditiet  would  fall,  and  the  price  of  labour 
would  fall,  becaute  the  abeolute  necettariet  of  the  labourer 

'  Of  net  prodaes  aa«l  grots  product,  M.  ftay  tpssks  ss  followi : 
**  Ths  whole  rslos  produced  is  the  grots  produce ;  this  value,  titer 
dedacUag  from  It  tbe  cost  d  prodneiioii,  it  ths  net  produce.** 
[Fifth  edition.]  Vol  II.  p.  491.  There  caa  then  bs  no  nst  pro- 
daee,  bscsats  the  cost  of  prodaelioa,  scoording  to  M.  Ssj,  coasisis 
el  rsat,  wsgss,  tad  profits.  Id  psgs  tOe,  he  tays,  "  Ths  valus  of  a 
pfodaei,  the  valns  ol  a  prodoctivs  tsrvics,  ths  valns  of  ths  cost  of 
pfodaetioa,  ars  all  Ihsa  timllar  valass,  whsasvsr  thiagi  ars  Isft  to 
thsir  aataral  eewss.**    Tbke  a  whole  from  a  whole,  and  nothing 
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forxned  A  part  af  those  cominoditiea,  oonsoqtien  Uj  tj 
gf\>ti  incorae  waold  be  reduced  to  18  ioil!ioiis,  ^md  t] 
oet  Lnoome  to  9  millions.  If  tli^  Uxem  fdl  in  the  £&oi 
proportiao,  Eod,  instead  of  2  miUions.  «£1,800,QOO  oa] 
were  raised,  th«  net  income  would  be  further  reduced  f 
J674^.000»  prpciflelj  of  the  same  Talue  &a  the  8  millioQ 
w«re  before,  and  therefvire  the  sockt/  wotild  neitker  t| 
looert  nor  gminera  bj  such  an  erent*  But  8up]>ose  thi 
after  the  rite  of  money*  2  millions  were  raised  for  taies  M 
before^  the  aocie^  would  be  poorer  hj  ^00^000  per  annuii 
their  taxi^s  would  be  reollj  raised  one-ninth.  To  alter  tli 
monej  value  of  commodities,  bj  altering  the  value  o 
moner*  and  jet  to  raise  the  same  money  amount  by  taxe4 
ia  then  undoubtedly  to  increase  the  burthena  of  society. 

But  suppose  of  the  10  millions  net  revenuet  the  land^ 
lords  peceifed  dfe  millions  as  rent,  and  that  by  facility  oi 
production,  or  by  the  importattoa  of  com,  the  necesisant 
cost  of  that  article  in  talx^ur  was  reduced  1  million,  rent 
would  fall  I  tnilbon/  and  the  prices  of  the  mass  of  eommo- 
dities  would  also  faU  to  the  same  amount^  but  the  net  revenue 
would  be  just  as  great  as  before ;  the  gross  income  would, 
it  is  true,  be  only  19  millions,  and  the  necessary  expenditure 
to  obtain  it  9  millions,  but  the  net  income  would  be  10 
millioGa  Now  suppose  2  millions  raised  in  taxes  on  this 
diminished  gross  income,  would  the  society  altogether  be 
richer  or  poorer  ?  Richer,  certainly ;  for  after  the  payment 
of  their  taxes,  they  would  have,  as  before,  a  clear  income  of 
8  millions  to  bestow  on  the  purchase  of  commodities,  which 
had  increased  in  quantity,  and  fallen  in  price,  in  the  pro* 
portion  of  20  to  19 ;  not  only  then  could  the  same  taitation 
be  endured,  but  greater,  and  yet  the  mass  of  the  people  be 
better  provided  with  convenienoes  and  necessaries* 

If  the  net  income  of  the  society,  after  paying  the  same 
money  taxation,  be  as  great  as  before^  and  the  class  of 

^  [/.e.,  labour  not  hsving  to  be  exerted  under  coaditiotis  m  mt- 
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hndholden  loee  1  millioii  from  a  fall  of  rent,  the  other 
piodiictiTe  diiiee  must  hare  increaaed  monej  inoomet, 
notwithstanding  the  fall  of  prices.  The  capitalist  will  then 
be  doubly  benefited ;  the  com  and  butcher's  meat  con- 
somed  bj  himself  and  his  familj  will  be  reduced  in  price ; 
and  the  wages  of  his  menial  serrants,  of  his  gardenerst  and 
labourers  of  all  descriptionSt  will  be  also  lowered.  His 
horses  and  cattle  will  cost  less,  and  be  supported  at  a  less 
eipense.  All  the  commodities  in  which  raw  produce  enters 
as  a  principal  part  of  their  Talue,  will  fall.  This  aggpregate 
amount  of  sarings,  made  on  the  expenditure  of  income,  at 
the  same  time  that  his  monej  income  is  increased,  will 
then  be  doublj  beneficial  to  him,  and  will  enable  him  not 
only  to  add  to  his  enjoyments,  but  to  bear  additional 
taies,  if  thej  should  be  required :  his  additional  consump- 
tion of  taxed  commodities  will  much  more  than  make  up 
for  the  diminished  demand  of  landlords,  consequent  on  the 
reduction  of  their  rents.  The  same  obsenrations  apply  to 
fanners  and  traders  of  every  description. 

But  it  may  be  said,  that  the  capitalist's  income  will  not 
be  increased ;  that  the  million  deducted  from  the  land« 
lofd's  rent,  will  be  paid  in  additional  wages  to  labourers ! 
Be  it  so ;  this  will  make  no  difference  in  the  argument : 
the  situation  of  the  society  will  be  improTed,and  they  will 
be  able  to  bear  the  same  money  burthens  with  greater 
CaeiKty  than  before ;  it  will  only  prore  what  is  still  more 
desirable,  that  the  situation  of  another  class,  and  by  far 
the  most  important  class  in  society,  is  the  one  which  is 
diiefly  benefited  by  the  new  distribution.  All  that  they 
reeeive  more  than  9  millions,  forms  part  of  the  net  income 
of  the  country,  and  it  cannot  be  expended  without  adding 
to  its  revenue,  its  happiness,  or  its  power.  Distribute  then 
the  net  income  as  you  please.  Give  a  little  more  to  one 
daas,  and  a  little  less  te  another,  yet  you  do  not  thereby 
fliminish  it;  a  grsater  amount  of  commodities  will  be  still 
prodneed  with  the  same  labour,  although  IhA  %aDMQ2BSw  ^ 
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the  gro#fl  mosief  value  of  iiach  commodtti^fl  will  be  ilmi^ 
&ijib^ ;  but  the  net  monej  mooine  of  the  coujitij,  tl»l 
fund  from  which  laxet  Are  jmd  and  e&jo^Fineiit^  procoredf 
would  be  much  more  ad^qu&t«,  than  before,  to  mamtiiai 
the  actual  pof^ulation,  to  afFord  it  enjoymenta  and  laxurici^  i 
and  to  support  anj  ^i^^n  amount  of  taiatiou.  ' 

That  the  ttockhalder  it  benefited  bj  a  graat  fall  id  tha  : 
Taluo  of  conit  caotiot  be  doubted ;  but  if  jjo  one  else  be 
injured,  that  is  no  n^aaou  whj  corn  thou  Id  be  made  dear : 
far  the  galna  of  tlie  stockholder  are  national  gaino,  and 
increaaet  ae  all  other  gains  do,  the  re^il  wealth  and  po^er 
of  the  country.  If  tliej  are  unjustly  benefit^,  let  the 
degree  in  which  they  are  so,  be  accurately  ascertaioed,  and 
then  it  is  for  the  legislature  to  devise  a  remedy  ;  but  no 
policy  can  be  more  unwise  than  to  shut  ounelres  out  from 
the  great  advantages  arising  from  cheap  com,  and  abun- 
dajvt  productions,  merely  because  the  stockholder  would 
hare  an  undue  proportion  of  the  increase. 

To  regulate  Uie  dividends  on  stock  by  the  money  value 
of  com,  has  never  yet  been  attempted.  If  justice  and  good 
faith  required  such  a  regulation,  a  great  debt  is  due  to  the 
old  stockholders ;  for  they  have  been  receiving  the  same 
money  dividends  for  more  than  a  century,  although  com 
has,  perhaps,  been  doubled  or  trebled  in  price.* 

But  it  is  a  great  mistake  to  suppose,  that  the  situation 
of  the  stockholder  will  be  more  improved  than  that  of  the 
farmer,  the  manufacturer,  and  the  other  capitalists  of  the 
country ;  it  will,  in  fact,  be  less  improved. 

The    stockholder  will   undoubtedly  receive   the   same 

'  Mr.  M*Calloch,  in  an  able  publication,  has  very  strongly  con- 
tended for  the  justice  of  making  the  dividends  on  the  national  debt 
conform  to  the  reduced  vslae  of  com.  He  is  in  favour  of  a  free 
trade  in  com,  hut  he  thinks  it  should  be  accompanied  by  a  reduc- 
tion of  interest  to  the  national  creditor.  [Work  referred  to  thus  » 
"  An  Essay  on  the  Question  of  reducing  the  Interest  of  the  National 
Deb^,**  ia  wbifih  tha  iostice  and  ezpediencyof  that  measure  arc 
esta\A^«aL,\%\^ 
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Money  diTidend,  while  not  only  the  prioe  of  raw  produce, 
and  labour  fell,  Imt  the  pricee  of  many  other  thinge  into 
which  raw  prodnee  entered  at  a  component  part  Thie, 
hewerer,  ia  an  advantage,  as  I  have  juat  stated,  which  he 
would  enjoy  in  common  with  all  other  persons  who  had 
the  same  money  incomes  to  expend :— his  money  income 
would  not  be  increased ;  that  of  the  fanner,  manufacturer 
and  other  employers  of  labour  would,  and  consequently 
they  would  be  doubly  benefited* 

It  may  be  said,  that  although  it  may  be  true  that  capi- 
talists  would  be  benefited  by  a  rise  of  profits,  in  conse- 
quence of  a  fall  of  wages,  yet  that  their  incomes  would  be 
diminished  by  the  fall  in  the  money  value  of  their  commo- 
dities. What  is  to  lower  them  P  Not  any  alteration  in  the 
value  of  money,  for  nothing  has  been  supposed  to  occur  to 
alter  the  value  of  money.  Not  any  diminution  in  the 
quantity  of  labour  necessary  to  produce  their  commodities, 
lornosuch  cause  has  operated,  and  if  it  did  operate,  would 
■ot  lower  money  profits,  though  it  migbt  lower  money 
prices.  But  the  raw  produce  of  which  commodities  are 
SMde,  is  supposed  to  have  bdlen  in  price,  and,  therefore, 
eommodities  will  fall  on  that  account  True,  they  will 
fall,  but  their  fall  will  not  be  attended  with  any  diminu- 
taon  in  the  money  income  of  the  producer.  If  he  sell  his 
commodity  for  less  money,  it  is  only  because  one  of  the 
materials  from  which  it  is  made  has  fallen  in  value.  If 
the  clothier  sell  his  doth  for  X900  instead  of  JBl.OOO,  bis 
income  will  not  be  less,  if  the  wool  from  which  it  is  made, 
has  declined  JBIOO  in  value. 

Mr.  ICalthus  says,  "  It  is  true,  that  the  last  additions  to 
the  agricultural  produce  of  an  improving  country,  are  not 
attended  with  a  large  proportion  of  rent ;  and  it  is  pre* 
eisdy  this  circumstance  that  may  make  it  answer  to  a  rich 
country  to  import  some  of  its  com,  if  it  can  be  secure  of 
obtaining  an  equable  supply.  But  in  all  cases  the  im^oc* 
UUkm  cttormga  com  must  tail  \o  lASWfK  ^naS>jtfJMS\i^>&->^ 
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U  not  to  mucli  cheaper  th*ii  Uie  com  iliat  ciui  be  groi 
At  bom^t  UM  to  equal  both  the  profits  &nd  the  rent  of  iJ 
gmin  which  it  dlspIa<oe9/' — Gf<»itnds^  tU.^  p.  36. 

In  thU  observation  Mr  Malthiu  it  quite  correct  j  h 
imported  cora  mu^i  be  always  so  much  cheaper  tliau  tJ 
com  that  can  be  grown  at  home*  "  as  to  equal  both  tl 
profits  and  the  rent  of  the  fSF^io  which  it  diapia^^a**  H 
were  not,  no  advantage  to  anjr  one  could  be  obtained  1 
importing  il. 

As  rsnt  is  the  effect  of  the  high  prioe  of  com,  the  lossi 
i^nt  Is  the  effect  of  a  low  price*  Foreign  com  nevt 
enters  into  competition  with  such  home  com  as  affords 
rent ;  the  fall  of  price  invariabljr  a^ects  the  landlord  ti 
the  whole  of  his  rent  is  absorbed  \ — if  it  fall  still  mor 
the  price  will  not  afford  even  the  common  profits  of  stocl 
capital  will  then  quit  the  land  for  some  other  emplojmen 
and  the  com,  which  wns  before  grown  upon  it»  will  tbei 
and  not  till  then,  be  imported.  From  the  loss  of  ren 
there  will  he  a  loss  of  value,  of  estimated  money  value,  hu 
there  will  be  a  gain  of  wealth.  The  amount  of  the  ra 
produce  and  other  productions  together  will  be  increasei^ 
from  the  greater  facility  with  which  thej  are  pwducci 
they  will,  though  augmented  in  quantity,  be  diminished  i 
value. 

Two  men  employ  equal  capitals — one  in  agriculture,  tt 
other  in  manufactures*  That  in  agriculture  produces 
net  annual  value  of  ^1,200  of  which  j£  1,000  is  retaine 
for  proBt,  and  J6200  is  paid  for  rent  \  the  other  in  mtuii 
factm^s  produces  only  an  annual  value  of  ^1,000.  Suj 
pose  that  by  importation,  the  same  quantity  of  com  wliic 
cost  jQ  1,200  can  be  obtained  for  commodities  which  cot 
X950,  and  that,  in  consequencet  ^e  capital  employed  i 
agriculture  is  diverted  to  manufactures,  where  it  can  pn 
duce  a  value  of  jCI^OOO^  the  net  revenue  of  the  counti 
w\V\  \^  ol  Veftft  Ya.lue^  It  will  be  reduced  from  X2,200  1 
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eomiiioditiM  and  com  for  its  own  ooniumption,  but  also  at 
mnch  addition  to  that  quantity  at  JiSO  would  purchase, 
the  difference  between  the  Talue  at  which  its  manufac- 
tores  were  sold  to  the  foreign  country.and  the  Talue  of  the 
com  which  was  purchased  from  it. 

Now  this  is  predselj  the  question  respecting  the  admn* 
tage  of  importing,  or  growing  com ;  it  nen*r  can  be  im« 
ported  till  the  quantity  obtained  from  abroad  bj  the 
employment  of  a  giren  capital  eiceeds  the  quantity  which 
the  same  capital  will  enable  us  to  grow  at  home,— exceeds 
not  only  that  quantity  which  falls  to  the  share  of  the 
fanner,  but  also  that  which  is  paid  as  rent  to  the  landlord. 

Mr.  Malthus  says,  "It  has  been  justly  obsenred  by 
Adam  Smith,  that  no  equal  quantity  of  productire  labour 
employed  in  manufactures  can  erer  occasion  so  great  a 
reproduction  as  in  agriculture.'*  If  Adam  Smith  speaks 
of  Talue,  he  is  correct ;  ^  but  if  he  speaks  of  riches,  which 
is  the  important  point,  he  is  mistaken ;  for  he  has  himself 
defined  riches  to  consist  of  the  necessaries,  couTeniences, 
and  enjoyments  of  human  life.  One  set  of  necessaries  and 
ooDTeniences  admits  of  no  comparison  with  another  set; 
Talue  in  use  cannot  be  measured  by  any  known  standard ; 
it  is  differently  estimated  by  different  persons. 

*ai»;p.aS5,Bela]. 
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mtC4Bt>0  AKD   firs  CftlTIOi. 

HE  mllermtton  io  trttUnent  which  Eieftrd&V  w«rk  Kas  »et~ 
lUi  ftt  tlie  Uau4«  of  hit  tuecesftort  to  ecooomk  ittid^  ii 
very  rcjiiarkmble.  At  oiic  timc^  no  cune  conid  niori  cflectuaVf 
giiArititiT«  in  fipinioii  Against  contemptuous  trfafepttcail;  ml  H^ 
preaentt  the  mcrm  iu^ge»Uot]  tUftt  fucIi  atid  such  a  vic«r  wms  Ueld 
bj  Ricardo  sounds  an  initial  note  of  discredit.  No  doubt  there 
is  some  sort  of  connection  between  the  two  attitudes.  One  ex- 
treme leads  to  another;  and  the  impartial  reader  maj  amuse 
himself  bj  constructing  the  bridge  wberebj  passage  is  achiered 
from  Mill,  who  could  not  think  too  highlj  of  Ricardo,*  to  Jevons 
and  Held,  who  could  not  think  too  lowly  of  him. 

No  doubt  there  is  much  that  is  fault j  in  Ricardo.  Much 
ma  J  be  said,  as  much  has  been  said,  against  the  deductive  method ; 
the  question  of  hypothetical  treatment  is  one  on  which  there  will 
continue  to  be  a  great  difference  of  opinion ;  his  frequent  loose 
terminology,  and  his  less  frequent  but  more  important  logical 
inaccuracy,  no  doubt  descrrc  condemnation.  But  still,  though 
criticism  be  not  only  granted,  but  welcomed,  it  should  be  just 
and  well  considered.  It  is  above  all  things  necessary  that  critics 
should  criticise  Ricardo,  and  not  be  alloweil  to  set  up  a  figure 
calle<l  by  his  name  in  onler  to  exhibit  their  skill  in  knocking  it 
down.  That  such  is  their  aim  is  highly  improbable,  but  the 
current  of  opinion  is  too  strong  for  them.  When  they  come 
within  sight  of  Ricardo,  they  fail  to  preserve  their  intellectual 
equilibrium  and,  too  oflen,  the  evenness  of  their  temper. 

The  exact  value  of  the  body  of  auti-Ricardian  criticism  may 
be  briefly  summarised.  In  a  scientific  sense  it  has  resulted,  no 
doubt,  in  two  great  ad^'antages.    In  the  first  place,  tlie  nature  of 

>  A.  Bain^ «« Ufe  of  James  MiU,"  p.  200. 
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tW  ■Mumptioni  on  which  be  proceeded  hM  been  exhibited ;  in 
the  eeeood  pleeei  the  stabtUtj  of  eertein  of  thoee  aatumptions  hM 
been  celled  in  qoeetaon.  Bat  here  I  with  to  cell  attention  rmther 
to  the  netnre  of  the  erittcitm  ittelf  than  to  its  total  aehieTement. 

Of  the  critict  whom  I  have  telectcd  bjr  way  of  example,  I 
demre  to  expreet  mj  warm  admiration  to  far  at  their  own  con- 
etmctiTe  work  ia  concerned.  Thej  are  selected,  not  became 
thejr  atand  alone,  bat  becaate  their  eminence  and  their  own  sac« 
coMfol  laboon  teem  to  attach  importance  to  their  atterancea. 
Others,  indeed,  hare  joined  in  the  crnsade ;  bat  for  the  most 
pert  thejr  &11  into  the  rear,  either  from  the  contradictions  in- 
▼olTfd  in  their  critical  estimates,  as  in  the  case  of  tlie  late 
Arnold  Tojnbee,  or  from  the  secondary  place  which  the  refer* 
encea  to  Ricardo  are  given  in  their  writings,  as  in  the  case  of 
Prefeseor  Thorokl  Rogers.  Three,  howerer,  are  so  prominent 
that  a  carefal  examination  of  the  character  of  their  criticisms 
setma  worth  while, — Professors  Jevoos,  Ingram,  and  HckL  It 
is  dificnlt  to  write  of  the  first  and  the  last  of  this  illastrious 
trio.     In  eech  case  an  unttmeljr  death  broke  in  upon  the  work  j 

which  thejr  were  engaged  in  p«forming,  in  each  case  economic 
stndj  has  met  with  a  severe  loss.  Dot,  difficnlt  tboagh  the  task 
maj  be,  it  is  called  for  bj  the  notoriety  which  their  pablications  I 

hare  attained.  | 

To  begin  with  Jerons.  Most  economic  students  are  familiar 
with  the  passage  in  which  Jerons  states  his  riew  with  regard  | 

to  the  poaitaon  of  Ricardo  in  the  history  of  economic  theory.  , 

Rieardo  was  **  that  able  but  wrong-headed  man  **  who  **  shunted  ! 

the  car  of  eeooomie  science  on  to  a  wrong  line.**  The  saying 
has  the  brilliancy  of  an  epigram,  bat  also  its  obscurity.      It  ! 

is  rmrj  diflicnit  to  know  what  Jerons  really  meant  It  may 
be  inferred  that  he  intended  to  conrey  the  impression  that, 
tin  Rieardo  misused  the  lerers,  the  car  was  proceeding  along 
the  right  line.  But,  so  far  as  I  can  judge  firom  some  stud/ 
of  the  economie  literatnre  for  the  fifteen  years  or  so  preceding  j 

the  appearance  of  Rkardo,  nothing  can  be  more  erroneous  than  j 

anch  an  opinion.  If  we  look  at  the  works  of  men  so  widely 
difTsrenl  in  ehameter  as  Charles  OanUh,  Von  Jakob,  Germain, 
Qarater,  Boileaa,  we  fbd  in  all  the  same  abstract  tendency  and 
the  aame  attempt  to  famish  fbrth  a  theory  beaed  on  hypothesis. 
The  enl/  conspienous  diflerenee  between  them  and  Rieardo  ia 
that  he  sneeeeds  more  Ihllj  than  they. 
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But  it  tm^  be  ttrg«d  tb^t  Jtv^mi  dom  ixvt  dUapprorc  of^ 
fttit«mpt,  ttiAt  whkt  be  tl«eri««  fcre  oert^  of  the  ijoiuiiiptkmfl 
by  Ricardo-  Two  leajtting  aft»umptif>ii«  aftei  Ers^  tJ>6  ili| 
d«iOt<f  ths  price  of  Ubour  cm  lli€  price  of  provisiotis ;  tecon 
tlM  ffwhrtftii  of  popukdtm  to  tlie  food  *applj  of  the  wq^ 
tkii<«*  Now,  iKsiiker  of  tk«w  wa^i  new.  tLc  Brut  wu  a  | 
of  tlie  p(iT*tocrfttic  rloecrine,  wUicb  •pecificall/  Btal«a  lli«l 
wagc»  of  iftbour  are  proporiioiieti  to  the  price  of  provi^ 
Qttt«naf,  at  nnjr  rmt«w  l«ares  kit  rem<)erii  in  no  4o4ibt  aa  Co 
■lawiiag :  1i«  »*/«,  **  There  ii  i^  ground  for  beItr«iEig  tliat 
cTicipniii  of  proirisiotu  ii  adfmotageoutt  to  tUe  lovrr  < 
Kor  b  tbt  Kcond  !«««  cxpliottlj  adopts  bj  the  \~ 
Ei€«tdo,  OaniUi  »urcJf  puu  tke  matter  plauil|%  wlicn  1i«  i 
**  An  inereiM  of  we«ltb  b  alwaji  tbUowcd  bjr  an  iiicnsatf 
popiilatioo/"  ^forvoYi^r,  at  we  know,  thi«  part  of  liicac 
teaching  wai  borrowed  from  Maltltu*,  ao  that  at  least  it  wi 
he  more  fair  lo  ipe^k  of  Ricartio  m  not  bem^  free  fvota  3 
thu»ian  errom  than  of  MaUhu^  «■  **  not  being  free  from  Rieart 
errora***  ^  A«  t  take  iu  tke«e  are  two  of  **  tke  mazjr  aod  prej 
terou.^  ataiimpiloii?!  of  tbe  Kicardiao  sckool"  wfaicb  JeToiia  tu 
•boultl  be  **  Anng  aside  *'  **  vneo  ^d  for  eter/*  P«^bapa 
but  in  the«e  i(i»t«ncea  Jli^rardo  w at  not  tke  utaa  wbo  began 
■liunttng  of  tbe  car. 

From  otber  parts  of  Jcroiu*^  Preface,  iiulecd.  It  would  bc 
tkat  be  quarrels  witJi  Eicardo  ratker  becaufie  of  what  be  did 
do  tkan  because  of  wliat  be  did  do*  Ricanlo  ougki  to  ba^c 
troduceci  the  msthemitical  treatment;  but  be  did  not.  £] 
where,  again*  certain  objectionjs  irc  more  opcnljr  advanced  agai 
Kicanlo  with  regard  to  bis  treatment  of  wage«.  So  far  as  a 
be  judged,  he  is  regarded  as  the  author  of  the  wages-funtl  theo 
This,  together  willi  the  cos t-of- production  theory  of  viJue»  t 
the  idea  of  the  nitural  rate  nf  wages,  ia  dedmteljr  «aid  to 
Ricaffhan,  and  to  be  tnitleadiug  or  falm.  But,  tkougb  ao  mi 
is  sUteJ,  I  do  not  think  that  it  can  be  auUstantlated,  In  1 
crude  form  to  wkich  so  much  objection  wu  jutity  tak^i^  Ricai 
certainly  did  not  bold  tbe  wages-fund  theory ;  and  it  u  just 

*  '*  Phyaiocratic  Mnxinia,"  No.  1ft.  ' 
■  Queanay's  collected  Works^  p.  335. 

*  Ganiih,  "  Syatcm  of  Political  Econowy,"  p.  142. 

*  Jevona'a  "  Theory  ol  PoUtical  Econoniyi"  I*ref«ee,  p.  W7m 
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gTMl  %  mistake  to  aUrilmta  its  aaihonhip  to  hia  m  to  attribata 
ili  demolitioo  to  tbo  attacks  of  tht  lata  PlrofoMor  Cainiea,  iu 
aost  taraeat  adfocate,  who  attacked  its  critica  and  restated  it 
knaielC     Bot  Jerom  makes  both  mistakes. 

The  theoiy  of  reot  Jerons  apparentl j  accepts.  He  eren  goes 
HA  far  as  to  make  it  the  basis  of  a  new  theory  of  wages,  which  is» 
of  course,  to  be  foaoded  oo  something  more  solid  than  the  ^'maij 
and  preposterous  assumptions  of  Ricardo.**  **  Wa;;es,'*  to  use 
his  own  words,  "  must  enter  into  the  calculation  [of  ralue]  on 
•sactl/  the  same  footing  as  rent,  .  .  .  so  far  as  cost  of  prodnc- 
tkm  regulates  the  ralue  of  conunodities.**  Here  cost  of  pro- 
dnction  is  brought  back,  and  brought  back  bj  one  who  had  cast 
himself  free  from  it.  Let  us  consider  for  a  moment  the  parallel 
thus  stated.  There  are  certain  differences  between  the  condi- 
tms  under  which  labour  and  land  are  emplojed.  In  the  case 
of  land,  there  is  the  theoretic  margin  of  cultiration ;  but,  in  tlie 
case  of  labour,  that  margin  does  not  mean  anything  other  than 
the  minimum  paid  for  the  lowest  labour  in  order  to  keep  it  alive. 
This  would  be  Ricardo*s  natural  rate  of  wages ;  and  above  it  he 
luamelf  has  stated,  though  most  imperfect!/,  that  there  exists 
•erne  sort  of  graduated  scale.  Again,  labour  cannot  lie  on  one 
aide  till  it  be  worth  one*s  while  to  bring  it  into  cultivation,  as 
ma/  land.  Some  theor/,  therefore,  is  necessar/  as  to  the  relation 
between  the  rate  of  the  population  and  the  economic  demand  for 
H.  One  of  the  mas/  assumptions  flung  aside  for  ever  must  be 
bfought  in,  or  its  place  supplied. 

In  fine,  so  far  as  I  can  see,  Jevons  did  not  criticise  the  funda- 
mental  theories  and  assumptions  of  Ricardo  from  an  independent 
standpoint.  Ue  contented  hissself  with  attacking,  and,  as  I 
Impe  I  have  shown,  attacking  somewhat  erraticall/,  his  reputa- 
tion.  80  far  as  his  own  work  is  concerned,  some  of  the  ver/ 
nssnmptions  which  did,  indeed,  require  investigation,  are  taken 
i»  granted. 

The  next  critic  to  whom  I  would  refer  is  Professor  Ingram. 
As  B^ght  be  expected,  he  enters  on  his  task  in  a  whdl/  diffe* 
rent  manner.  His  attack  proceeds  ahnost  entirel/  from  the 
Ustorieal  aide,  and  he  has  taken  some  trouble  to  arrive  at  a 
eencinsion  as  to  the  position  oceupied  b/  Ricardo  in  the  histor/ 
of  eeoaomk  theor/.  His  results  are  stated  in  two  articles,  under 
the  thlee  ** Political  Eeooom/**  and  •'Ricardo,**  published  in 
ike  •'Bncyelopmdia  Britanniea.**     80  frr  as  his  work  is  ex^on- 


t^t  bill  Uule  exeqitioo  tati  be  uk«o  to  it.      lUcardo  is  well 
totitpril^t  and  tKe  Wvilng  KifliimpLion«  on  whJcb  hm  tbeoij  il' 
fctMd  «r«  «b)jr  itMcd.      Oil  to  CDC  poiutii,  it  is  true,  corrcctxiw 
ttigrte  rtlWIfllil     U  k  U^Mj  f^ir  to  RicArdo  to  nuilcc  tbi 
iqggiMlmMOtSlned  in  tbe  following  quotation  :  '*  It  would  be  lai 
ttvor  to  beUev^e,  tbou^^b  EicArdo  M>metimc»  «eetms  to  Implf  it, 
ihftl  imcb  dtfTcreoce  [mrolved  in  tbe  existence  ofa  6erie«  of  ioiJi 
of  different  dc;gTOC!ii  of  fortilitjr]  i«  a  tiecetKiLTy  ec^nditloo  of  rtrnt^ 
llio  word  **  noaietinitiA^^  ij»  a  saving  d&usc,     Bicardo  was  at 
times  oe^Ugeut  in  expn^nton  and  oflea  far  too  brief ;   but  tliat 
he  p4£re«iv«d  such  a  di^ereuc^  not  to  be  ncccntiary  tn  order  thsl 
rent  thould  aripo^  is  ibown  resy  cteA-rlj  in  Hcvei-al  paAs<Lge«  in  bk 
**  PrinciplCi,"    bjr    none  mors    cleaHy  tban   tbe    lUustrmtion  <m  \ 
pago  314.*     It  would  ftiireljr  bnvo  l>«en  l^etinr  to  have  oixiitted  i 
S4^nl«ne«  wbttrbf  if  it  lifts  anj  mctiiiittg  at  nU,  muii  be  taken  ai  a  i 
syggcition  tbat  Eicardo  was  tmtlly  unawim?  of  a  fact  previoii«I/ 
stated  by  biin  in  tbc  clearest  term&»*  Ouriouslj  enough,  Profei «if 
Marshall  has  seen  reason  to  attribnto  this  precise  emendation  of 
the  theory  of  rent  to  Ricardo  himself.     Again^  in  the  diacuasioo  * 
on  Ricardo*8  chapter  on  gross  and  net  revenue,  Professor  Ingram 
forgets  to  add  that  Ricardo  himself  states  that  his  onlj  object  is 
to  controvert  Adam  Smith  on  a  particular  point.     But  it  is  un- 
necessary here  to  do  more  than  draw  attention  to  this  negligence, 
because  I  shall  have  occasion  to  comment  somwhat  full/  on  a 
similar  failing  in  the  case  of  Held,  whom  Professor  Ingram  ex- 
presslj  quotes. 

But  it  is  rather  to  his  ultimate  criticism  of  Ricardo  than  to 
his  remarks  on  anj  particular  passage  that  I  want  to  draw  atton- 
tion.  No  one  can  object  to  the  general  condemnation  pro- 
nounced on  the  deductive  method  employed  bj  Ricardo.  So 
much  is  at  any  rato  perfectly  fair.  It  means  little  more  than 
this :  Professor  Ingram  prefers  the  historical  method.  But,  as 
I  have  already  remarked,  it  u  somewhat  hard  to  credit  Ricardo 
with  the  nuiin  responsibility  for  its  introduction.  It  it  alao  a 
little  harsh  to  remark  that  his  whole  economic  system  is  developed 
in  his  "Principles.**     So  fiur  as  he  wrote  at  all,  no  doubt  this  is 


'  Ingram's  *' History  of  Politioal  Economy "  (book  form),  pp. 
126,127. 
*  See  also  pp.  47-40.  •  «  Piineiplefi,"  p.  68,  lines  3-e. 
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fhm  OM ;  bat,  m  it  woold  be  nijiitt  to  state  tliat  a  writer  on 
cwreacy  pot  kit  wliole  ecoaoouc  tjuUm  into  hit  monetarj  expo- 
tttaoo,  eo  it  i«  ia  the  caae  of  a  writer  on  distrilnition.  That 
Raeardo  eenndered  the  expotition  of  the  problem  of  distribataon 
**  the  tme  object  of  the  tcience**  ^  ie  undoubted,  but  thia  was 
beeante  he  decowd  inquiry  into  the  nature  and  cautee  of  wealth 
a  dduttTeooe.  In  other  worda«  he  gare  hie  whole  attention 
to  that  iaqutrj  which  allowed  of  the  uae  of  the  deduetiTe 


But  there  b  another  paaaage  of  more  importance.     In  hi« 
artiele  ea  Ricardo,  Profeaaor  Ingram  has  the   following  sen- 


"^'Reat,*  he  [Ricardo]  sajs,  *is  in  all  cases  a  portion  of  the 
profits  prerionslj  obtained  on  the  land,*  a  proposition  by  which, 
for  the  sake,  it  is  to  be  feared,  of  creating  a  political  prejudice, 
he  obsenres  his  own  doctrine  that  rent  can  nerer  be  a  part  of 
profits.** 

As  I  shall  hare  to  deal  with  this  amerticm  when  formulated 
bodilj,  I  shall  not  here  derote  much  space  to  its  examinaUon, 
sioee  it  is  onlj  insinuated ;  but  I  must  express  mjr  own  regret 
that  such  a  charge,  when  unsubstantiated,  should  disfigure  the 
writing  of  su  honourable  a  critic  as  Proftsssor  Ingram.*  But* 
though  it  will  be  time  enough  presentljr  to  examine  the  facts 
which  IVofeosor  Held  adduces  in  support  of  his  imputations  of 
intellectnal  dishonest/,  the  present  is  certainlj  the  place  for  a  few 
words  as  to  the  nature  of  Professor  Ingram's  criticism*  Ricardo, 
he  lean,  was  so  bent  on  creating  a  political  pr^udice  that  he 
does  not  hesitate  to  go  the  extreose  length  of  lajing  down  a  pro- 
position  ooosewhat  or  apparently  at  rariance  with  his  own  tme 
doctrine.  To  prore  this,  a  sentence  is  taken  out  of  iu  context, 
and,  in  consequence,  is  deprived  of  the  one  word  **  then,**  which, 
in  this  insUnce,  is  important  as  showing  that  it  is  but  the  coo- 
dnsiooof  anarguoMnt.  Let  us  look  at  the  conclusion  as  Ricardo 
ates  it : — 

"Rent,  then,  is  in  all  cases  a  portion  of  the  profiu  pre- 


^  •«  Letters  to  Malthus,**  p.  175. 

■  *  Ite  Injustice  is  shown  most  deariy  by  a  similar  passage  in  hia 
ptimteeorrospondenee  with  Ualthus  r  Letters,**  p.  M) :  **  I  think, 
ten,  that  rmU  are  in  no  case  a  crsatkNi  ol  wealth  **  [kc,  riches^ 
-they  are  always  apart  of  the  wealth  already  eroated,**  etc. 
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TMmsl/  obtained  on  the  land.     It  ii  ntrtr  m  new 
revenue*  but  alwajs  part  of  a  leTenue  alreadjr  created." 

Ricardo  had  been  occupied  for  some  few  pages  in  ezplaa 
the  genesis  of  rent  from  that  stage  when,  as  he  sajs,  **  the  w] 
produce,  after  deducting  the  ontgmngs  belonging  to  caltnrat 
will  be  the  profits  of  c^tal,  and  will  belong  to  the  owner  of  i 
capital,  without  any  deduction  whaterer  for  rent.**  He  tr 
the  manner  in  which  this  condition  gives  place  to  another, 
rent  arises.  His  aigument  runs  as  foDows :  **  At  one  timci 
part  of  the  produce  obtained  on  a  certain  piece  of  land  was  | 
in  rent ;  for  all  the  produce  afler  the  pajment  of  the  ezpa 
of  production  went  to  the  person  who  chose  to  enplojr  his  cap 
in  cultivating  laud,  of  which  there  was  abundance.  The  law 
cultivation  is  e(|ual  in  fertilit/,  and  each  portion  of  capital 
plojred  produces  the  same  return.**  *  But  this  cannot  alwajs  c 
tinue;  and  ultimatelj  a  certain  portion  of  this  produce,  owin, 
the  inequalities  of  the  fertility  of  the  sofl  under  cultivation, 
the  difiercnce  in  the  respective  returns,  will  have  to  be  paid 
the  privilege  of  holding  this  particular  land.  Now,  I  fiir  m j  j 
fail  to  undentand,  and  I  think  I  sliall  not  find  mjself  in  disagi 
ment  witli  anj  who  will  turn  to  the  cssaj,  how  this  argumeni 
all  obscures  the  doctrine  that  true  rent  caimot  form  part  of  prw 
Of  coune,  it  cauiiot ;  but  Ricardo  himself  never  suggests  tha 
does.  What  he  asserts  is  that  a  portion  of  produce  which  at  < 
time  and  under  certain  circumstances  would  accrue  to  one  pi 
is  under  other  circumstances  paid  to  another. 

Professor  Ingram  complains  manj  times  that  Ricardo  was 
a  man  of  strong  social  sjmpathj.  In  one  passage,  he  is  e 
more  explicit.  He  states  his  regret  that  Ricardo*s  works  o 
tain  no  outbursts  of  feeling  such  as  those  appearing  in  Uie  pa 
of  Adam  Smith.  With  the  definite  complaint  of  Profei 
Ingram,  who  did  not  know  Ricardo,  I  will  contrast  the  sts 
ments  of  two  who  did.  Joseph  Hume  said :  **  The  general 
terest  of  the  working  class  was  the  single  object  he  had  in  viei 
and  Mr.  Huskisson  mentioned  **  his  evident  anxietj  to  do  w 
he  thought  right,  to  seek  the  good  of  his  conntrj,  and  to  par 
no  other  object.** 

The  attacks  of  others  dwindle  into  insignificance  when  e 

■  "  En^y  on  the  Inflnenee  of  a  Low  Price  ol  Com,**  Woi 
p.  374,  lines  Md. 
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witli  the  Imogvage  and  methodf  adopted  bj  the  kta 
•diolMr,  Profetaor  Adolf  Held.  The  gennioe  air  of 
ath«cenUir7  crilkiam  breathes  through  hi<  oulaughte. 
Li  yrigonr  aad  in  brilliancj  of  intionatioo,  the/  approaeh  the  epit- 
llea  agauisl  Sahnaiioa.  He  coqjuret  up  a  heartleit,  dithonett»  and 
Muddle-headed  writer*  to  whoee  deatmctton  he  it  Towed«  Sone 
Wief  notice  it  giren  to  the  attempted  defenee  of  hia  rictim  and 
hk  Tiettai't  me^oda.  But  it  it  brought  forward  onlj  to  be  swept 
•vaj  with  a  sentence : — 

**  Wenn  man  aber  bedeotende  Schriftsteller  als  Emcheinnn* 
gen  IBS  Leben  der  gansen  SSeit  und  des  ganaen  Volkes  betrach* 
iel»  so  gilt  anch  too  ihrsn  Werken  das  Wort,  'An  ibren  Friichten 
werdet  ihr  sie  erkennen.*** 

Armed  with  this  test,  he  seu  out  on  his  task.  Ricardo  is  to 
be  known  from  his  works,  and,  so  far  as  can  be  judged,  from  these 
Works  as  coUeeted  and  edited  bj  MeCuUoch  in  1846.  Cer- 
Inmlj,  Pk^essor  Hekl  knows  him  from  no  other  source ;  and,  as 
I  hope  to  be  able  to  show,  he  exhibits  but  an  imperfect  acquaint- 
aaee  with  these.  It  maj  seem  doubtful  whether  eren  the  high 
nnthoritj  quoted  bjr  him  justifies  a  critic  in  actualljr  accusing  a 
writer  of  interested  motives  in  framing  his  scientific  theories,  be- 
canse  the  critic  belieres  that  the  mterest  of  the  writer  and  the 
direction  of  the  theory  majr  be  identical.  But  for  himself  Pro- 
fasor  Held  has  solved  the  doubt.  Ricardo*s  teadiing,  he  assures 
■s,  **  proceeds  simplj  {rimfack)  from  the  hatred  of  the  financial 
capitalist  against  the  landed  interest.** '  **  In  his  whole  sjttem, 
he  was  the  defender  of  the  osonejed  interest.**  Tbe  interest  of 
capital  was  the  onlj  thing  in  his  mind.  That  secured,  it  is  a 
Matter  of  iodificrence  wbether  luen  live.  When  reailiug  bis  tracts 
en  nwoej,  we  are  tohl,  **One  reAects  inrolunurilj  tliat  Ricanlo 
was  a  creditor  of  the  Sute.** '  In  this  last  connection,  there  is  ati 
admission :  **  In  these  writings,  Ricardo  appears  less  conspicu- 
•nslj  as  the  defender  of  the  interest  of  a  class  than  in  his  *  Prin* 
ciplea*  and  in  the  pemphleU  on  the  Cum  Trade.**  But  marie  the 
cnnning  of  the  admission.  He  is  not  sure  about  Ricardo*s  in- 
•syity  eren  here.  His  attitude  is  **  less  conspicuous.**  It  might 
he  thai  under  this  appearance  of  oomparatire  innocence  there  was 
mmm  hidden  motire.  Aixl  jet  another  disappointment.  A  glance 

*  *«ZweiBttchersnrsocialenOeeehkhleEn^aada,'*p|Kl7fi»I86b 

•  iMC,  pp^  laSi  IM.  IW. 
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il  1^  islrodtictioo  muil  H&re  ftkovii  tlie  en  lie  l&^t  Hicil 
m  fttj  WiWii'iMc  lAtid-owmer  hlmtelf.  In  point  of  | 
1md«d  fwofiiftj  wu  rrry  prreftt  incked ;  and  be  did  aot  km 
ftilf  on  «UicU  tide  bit  cbie^  Mti«reJit  It;r^  Tbe  chimmrm,  tl 
np  »t  M  icf^cftl  pftint,  WM  tUrtAt«»e<i,  ftiK)  miirKt  bAT«  ft^ 

ft  la<id*owtt«r ;  by t  wlijr  f  Tb^  cbamplon  of  bi^corii^sl  ai 
LelU  u»  bo  b(?cftDi«  «  Und^own^r  because  **  he  followed  9 
pylic  ofhh  nee  in  tbe  emleArour  to  cofnbiTit  witb  wcftU 
pc^itkft]  Biid  lociftl  iniporUnet^**  Can  %n  Attftc^  b€  C3ip« 
go  ftirtber  ? 

7*bi*  rjuoimiiofia  I  bftvt  girefi  Krt,  *o  far  as  po4t«ik]e«  Kta 
tloHnj^  from  %he  text ;  ftud  fet^  to  far  a$  I  &&]  itwiire,  | 
Dot  t  panic k  of  fotindatlon  for  aiij  doc  of  the  ilat omenta, 
tJ^an  tbat,  I  do  not  bcli«T«  tbit  Profevaor  Held  hmd  m  bii  | 
iion  anjr  evidence  to  aab«UnUatc  tbcm.  Calumny  w«»  rifmi 
in  HicanioV  own  time,  in  the  band^  of  Cobbett  and  in  tbe 
of  polkical  opponents ;  but  it  waa  re»errod  for  a  Geniu 
fcMOf ,  a  kborioui  Atndent  and  a  bigb^mtnded  gentleman,  I 
iummate  tbeit  imperfect  attenjptA,  mid  Co  burl  aj^auiitt  an  i 
wbi3#e  work  be  disliked ,  an  aceaaation  botb  most  monatro 
meat  untrue,  Sncb  is  tbe  iaBuo  in  tbe  fir»l  attempt  to  ju 
aiuhor  "by  bi»  work*>" 

Tbe  next  attempt  it  a  little  more  sads factory.  Pn 
Held  endeavours  to  ibow  that  Ricardo  i a  to  be  blamed  b 
bit  writin|^»  cannot  be  considered  a  complete  manual  of  m 
economy.  Ricardo  ibowi  a  want  of  regird  for  tbe  commoi 
( Gnfi^iHMin»)^  Ashe  juitly  lay*^  mucb  more  u  necdec 
Jticardo  o0cr«.  Tbu  li  true  ;  but,  before  aniLtbematiting  R 
for  "bifl  most  cjutcal  rcpresentatifm  of  tbe  State  and  tociet 
would  bare  been  just  to  consider  nbetber  Ricardo  imagine 
be  wa*  giving  tncb  a  representation.  I»  it  judging  by  hta 
to  neglect  tbe  Preface  to  tbe  *^  PnncipJcN*'  and  to  remark 
naj  ve  indi Terence,  that  **  not  only  wbat  Ricardo  aaye  is  aign 
(fnUrttsani)t  but  ako  what  be  doe«  not  say^*?'  Hliatever  i 
suay  bave  ckitned  for  Ricardo,  Ricardo  ncTor  claiia«d  for  h 

*  "Zwei  Bticher*"  p.  19& 

*  Ihd^t  P*  101 :  *'  Er  tpriebt  niemalj  von  anderen  InteroM 
t^idivi'lnen,  niemaU  von  der  Nothweadigkeat*  dem  Staat 
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the  pottUoo  tot  which  Hekl  arget  hit  anfitaett.  For  once,  the 
cricie  it  la  egieeoMoi  with  hit  enthor.  The  Prtfiiee  to  the 
**Friiiciplet**  it  aotl  explicit  on  two  pointt.  In  the  lirtt  piece, 
Rieenlo  wm  eppljini:  himtelf  to  the  problem  of  dittributioQ, 
which,  he  tejt,  htd  been  treated  bj  othert  but  imperfectly,  be- 
renti  the  neinre  of  rtnt  had  not  been  underttood ;  in  tSe  tecond 
piece,  he  ttetet  thet  Lit  own  treatment,  even  if  it  be  foiuid  to  be 
cerreci,  will  need  much  foUer  derelopoMnt,  80  iar  at  we  know, 
the  riew  which  Ricardo  held  at  to  the  incomplete  nature  of  hit 
hook  wat  held  alto  bjr  hit  inuaediate  circle  of  friendt.  Grote,  at 
anj  rate,  dittinctly  arowt  it.  Before  Ricardo  it  reprobated  for 
han^g  amnmrd  a  loA j  teat,  it  b  necettarj  to  tbow  that  he  did 
MtUM  it     TLit  Profettor  Ilekl  bat  not  done. 

The  next  attempt  it  to  thow  that  Ricardo  wat  a  man  without 
aaj  feelioft  of  hnman  tjmpathj  {Maagti  mm  HmmtmrnitiU).  In 
Ihit  connection  we  meet,  at  m%fat  be  expected,  manj  referencet 
to  4Bff  rAfmt  O^iiz^  which  it  teemt  to  have  been  the  particular 
del%ht  of  manj  German  authort  to  attribute  to  Ricardo,  and  to 
Ricardo  toleljr.  But  Profettor  Held  admitt  that  the  recognition 
of  a  Tariable  ttandard  of  comfort  it  incompatible  with  the  riew  he 
taket  of  Ricardo;  and,  at  he  it  unable  to  overlook  the  rerj 
ebviont  Ungnage  in  which  it  it  tpoken  of  m  the  '*  Principlct,**  he 
pwtentt  nt  with  a  dilemma.  Either  the  tuggettion  of  rariability 
it  aoC  made  in  good  eamett  {trmMt  gtmtUU)  or,  if  it  it.  we  mutt  be 
prepared  to  throw  orer  the  tAenitf  Oeseii.  Profettor  Held  doet 
not  have  to  make  the  choice  of  altematiret ;  for,  finom  hit  tubte« 
qnent  language,  it  it  dear  that  be  doet  not  believe  that  Ricartlo 
made  the  tuggettion  in  good  eamett,  while  at  the  tame  time  he 
legardt  the  law  at  in  great  part  fictitiout.  But  he  adducet  other  • 
inttancet  of  thit  lade  of  humanitj.  Like  Profettor  Ingram, 
he  qnoice  the  pettage  in  chapter  xxtL  ;  unlike  him,  he  doet 
•ol  ioffget  to  remark  that  it  wat  written  at  a  criticitm  00  a  par- 
ticnlar  pattege  in  Adtm  South.  He  doet  wome,  however :  after 
elating  that  thit  inttance  thowt  the  difiertnce  between  the  two 
•eonotabtt  m  the  dearett  light,  hf  maket  no  reference  to  the 
irflowingpanigraphof  Ricardo*t: — 

**  It  it  not  on  the  groundt  of  aajr  tuppoted  advantage  accruii^ 
Awt  a  large  population,  or  of  the  happinett  that  maj  be  ei^ed 
hj  a  greater  number  of  hnman  beingt,  thet  Adam  Smith  tapporU 
the  pielmeDce  of  that  emplogrment  of  capital  which  givee  motion 
•e  Ihegreetetr  qneatttj  ef  iaduilffy,\M\  %ii^r«m^i  vi^^dM^  1F^«^ 


k«wi7 


>  197. 
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dttM  of  iIm  commtmitj.** '  This  tUtoiient  of  opintoo  ia,  lEowerer, 
igDored  or  ditlnitted  by  oar  eritic  At  tbo  eoocluBum  of  his 
most  biUor  poMagc,  when  tho  reoder  natundlj  expects  some  defi- 
nite teientifie  criticinn  of  Rioardo*i  ectoAl  tbeorj,  he  oomet  to  a 
peragmph  in  whieh  Pvofestor  Held  contents  himself  with  sajing 
that  **  this  is  not  the  pUce  to  show  tluU  in  the  whole  exposition 
there  Uj  n  limited  {htscMbikU)  troth.**  * 

The  esse  is  mnch  the  same  when  the  wages  theory  is  dealt 
with.  Whaterer  Ricardo  sajs  is,  in  the  ejes  of  his  critic, 
wro^g.  The  iron  law  of  wagea«  bj  which  the  labourers  are 
rspresented  as  lirinf  on  an  irrednciUe  and  terrible  minimum,  is 
attributed  to  Ricardo,  and  branded  as  inhuman.  But,  when  the 
Tariable  standard  of  comfort  has  to  be  spoken  of,  it  is  said  that 
the  aeeeptance  of  such  a  modification  would  overthrow  the  waj^ 
theory,  mid  deprive  it  of  all  meaning.  It  overthrows  something 
else  as  well,^ Professor  Held*s  theory  about  Ricardo.  Once 
mentioned,  therefore,  it  is  left  alone.  A  great  deal  is  said  about 
the  eJUnitf  Getix^  but  nothing  more  about  the  variable  standard. 

These  instances  must  suflke.  There  are  others  that  might  be 
pooled;  hot  they  would  but  serve  to  illustrate  the  same  tendency, 
imi  to  show  the  limitatioos  under  which  Professor  Hekl  allowed., 
hhnself  to  judge  Ricardo  **  according  to  his  works.**  Nothing 
can  be  more  fanciful,  indeed,  than  the  truly  remarkable  argu- 
■OBi  whereby  Professor  Held  strives  to  show  that  Ricardo*a 
theofy  of  remuneration  was  suggested  to  him  by  the  cooceptioo 
of  aatoral  right;  nothing  more  painful  to  the  serious  student 
than  the  ooocludii^  passage,  in  which  the  boast  is  made  that  in 
the  faegoing  pages  the  key  to  the  true  understanding  of  Ricardo 
a  eealiSned.  To  one  who  has  studied  Ricardo,  and  admirea 
Held*a  great  historieal  labours  in  the  service  of  economics,  it  is 
difiknlt  to  ooodnde  without  repeating  in  a  saddened  tone  the 
kUet^e  evn  qaoCatien,  ^DigkSU  td  miirmm  mom  serik^rt.'* 


•PriMiple^»'*ppiiti4k  *  ••ZwiiBtteher/p.lU 
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|MP&0rSM£llTl   19   TBB   FEBTIUTT   OY   UUTB   AXU  TSXtB 
EFPXCT    UPOir    &XlfT. 


^RBRE  can  be  little  or  no  doubt  thai  Kicsnlo  wat  inttigstcd 

to  pnr$uc  the  inTeitigatioDi  wbicli  lasucd  hi  the  doctn&es 

amuined  §S  30,  31,  pp.  55-61,  and  ff   Hi,  113,  pp,  31S*^4, 

the  very  strong  expreasioos  6f  opinion  giren  rent  to  hj  Adam 
niih  (bk.  i>,  e.  3ci.|  on  tbe  common  coincidence  of  tb^  mtereat 
J  the  landlord  with  tbat  of  ibe  nation.  A«  we  can  aee^  firtftm  tbo 
[d  of  {  113  in  particular,  be  considered  tbat  Smitb  wa«  wbolJj 
lisled  bj  bis  initia]  error  aa  to  tbe  ralue  of  com.  Intereatiof 
loti^b  it  would  be  to  compare  the  Terf  diCerent  ireatments 
iiicb  thb  subject  ret^^ed  at  the  band^  of  the  two  writen,  tbe 

iieral  tncoruittencief!  of  Adam  Smith,  toother  whb  hii  mmm* 
Inance  of  the  particnlar  opinion  cited,  render  lucb  a  compaHson 
]i possible.    All  we  can  do  is  to  compare  tbe  conclusioai  arrived 

and  endeavour  to  iee  how  far  each  writer  was  enliUed  to 

kc  tbe  deduction  he  did,  granted  tbt  particular  preauMA  be 

jmed. 
I  Ri(^ardo  maket  two  great  awnmptioni,  onlj  one  of  which  be 
kntiona,  the  other  being  assumed  apparentl/  af  an  imdoubted 

iFirgi :  the  laod  in  cultiraiion  consiati  of  equal  uniu  tndefi- 
Icly  small,  and  such  tbat  the  produce  of  each  unit  exceeda  tbat 
1  the  link  below  it  in  the  scale  by  an  amount  equal  t^  tbat  hf 
lich  it  is  exceeded  bj  the  produce  of  the  unit  above  it.  In 
ler  word^t  the  pcturni  to  the  reipcctive  doaei  of  capital  an 
[j^ed  in  arithmetical  progrcwion. 

Sec&nd:   the   introduction  of  the   new  producttve  methods, 
I  result  in  the  increase  of  tbe  productive  power  of  the  soil* 
not  disttirb  "  the  difference  between  the  productire  powers 
suocessive  portioiu  of  capital,**  or  of  attcoteaiTe  unilk 
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Thm  knuK  oiihtn^  two  Mfunptaoiit,  is,  m  I  Mid,  not  ttated 
hf  Bkardo,  tbongh  thm  nmtiire  of  iJm  ex«mpl«t  which  ho  chooMt 
h  fliulrmiioo  tooma  to  ihow  hit  own  rocognitaon  of  it,  but  the 
liilvho  ttatot  most  cloarij,  both  in  hit  chaptor  oa  Root  (p.  58), 
Aid  ifBia  whtro  reriowing  tho  Doctrinet  of  MaithuB  (p.  503) 
Aid  of  Adorn  South  (p.  919),  whoro  ho  tpooko  of  th«(  noeoMorj 
Oiaditioa  to  tho  conroetnoM  of  hii  oootontaon  thot  there  thoold 
im  **M  oltonUioii  in  their  relotiTe  fertflitj  or  odTontaget.'*  J.  S. 
#  MD,  who  (bk.  iv^  c  iiL,  |  4)  defended  the  theofy  from  the 
•UmIb  mode  npoo  it,  omito  oioet  nnibrtiinotelj  onj  reference  to 
1th  rwpf  iflipmiont  oaeomptioo,  though  oorioiiilj  enough  he 
okeenree  it  mnch  more  trulj  then  doet  Ricordo  himfelf,  for  tho 
Imv,  oiler  thai  rigorooilj  defining  hit  premitet,  procoedt  to  give 
9m  iDnoCrotaoo  which  ottomet  that  115  it  to  135  at  90  to  100 
igl^  59-59).  MiU,  with  much  greater  accuraej,  to  thapet  hit 
•aaplo  at  to  thow  that  an  increato  in  productiYenett  will  affect 
fkm  ▼arioot  toik  in  the  rariout  dotet  in  the  proportion  of  their 
OWB  prodactiTi^.  That  ho  ineroatet  each  product  bj  tweotj* 
§fo  per  oont;  Both  of  them,  howorer,  agree  in  ttating  that 
vWb  tho  prodnctiTO  power  of  tho  toil  it  ineieated,  the  amount 
of  tho  piodnce  taken  bj  tho  landlord  at  rent  will  diminith.  Let 
«i  WW  oramine  tho  truth  of  thit  ttatoment,  bearing  in  mind  tho^- 
two  aboTO  ■rationed  aatumptioni.  Aftorwardt  it  will  bo  no^ 
r  to  taj  a  word  or  two  at  to  tho  t 


Oi.^irU 


tk«  la^  b  th«  cmwtfjr,  Itt  w  taln> 


Ill 


I  J 


m  thaliaui  to  wlticb  ctaluvfttjoa  de^oeiKU^     Am  ibi  pi 

rent  1tse«  /  ^,  is  a  ttraigbi  line  ftnd  »ot  a  ci&rrv. 

Th«  total  prtKldc«  m  sf  ^  '  p*  &od  j?  ^  beutg 
ksl  «Wi  iti  dUli^iNtioi^  9  ^P  repre»eiiu  lite  re&t. 

XM  n*  now  tdte  cm  a  jt  *  point  x',  aiwl  ikl  ri^ht  a^ 
dnw  d  p\  ctitling  y  j»  in  «,  ^nd  toc^  UiiX  ^'  «'  if  t# 
nc£o  of  5 10  T,  il^al  being  tlio  rmti4>  of  the  ieicrettse  i 
live  iMkwcET.  A  numW  of  |>otiliotii  for  ^'  btijig  iake% 
IiDt  f '  I  it  obttiocd. 

Jjtl  d  b€  m  cbof«n  thftt  th«  %im!  }f'  9  £  p*  ■«  jf  04 
to4>]  unount  of  com  demanded  ia  to  remain  tlio  mmm 
p'  r  »|  riglic  fta|;l««  to  9  jr*. 

Tlio  rent  und<^f  the  oew  ctrcfun stance*  U  jf'  i^ 
wtDl  to   kno*^  wbeilier    y  r   p   in  greater,  IsM't  or 

9^P' 

Siiio«  y  f^ii  to  «  v'  w^  to  r,  tlicreforc  fipire  r  ^*  11 

^  to  T.     Therefor*  y*  /  /»'  11  to  y  A  a  a*  ^  to  T, 

Iq  th^  Becond  plact^  tha  Bgiire  if  0  x  p  It  divided 
|»irti,  the  parallelograin  r  x  and  ^  triangle  g  rp. 

Now  r  «  it  to  r  f '  ta  r  p  to  r/",  and  yr/>i«tojr^ff 
eato  ratio  of  r  ^  to  r/,  Al«o  if  4/  be  added  to  r  x',  r  x  m 
fr  y  Id  a  le*!  ratio  tHui  that  of  r  /i  to  ryi 

But  the  wboie  fij:iir«  jfox/iistoyojtr'a  in  ratio  o 
and  tlierefore  the  tnttigle  y  r  pu  to  the  triangle ^  ^ d  in 
f  atlo  than  S  to  7\  tnd  therefore  in  a  gretter  ratio  thaj 
10  jr  &  ^  * 

Therefore  y  r  pU  greater  than  g'  r  pi  that  is,  that  t 
fondltioos  astiimcfi,  the  com  rents  wiU  dimtniAh  a«  the 
tiveneu  of  the  toil  it.  iDcreated. 

The  above  proof  ii  ftomewhat  long  and  elumsj.  ] 
OliYetr  Lodge  hat  pointed  out  to  me  that  tlie  tamo  retuli 
am  Ted  at  in  the  following  waj : 

Lei  ^gnre  be  detcHbed  at  before,  and  let  amount  of 
not  paid  ta  rent  be  termed  tutteDtnce*  Let  e  represt 
of  increaied  pr  oductiTenett.     Let  ra^k^rf^k^m  /«  §^ 

old  rent  A 

^rlfcATfc ^—^—^^^^^^^^   ^  -  - 

I  old  tuiteoap^         k 
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^  ^J^i .  *1 «  #  (A  4>l)  — #(#+!) 

Eg  I D0W  Miteeouice       I'  f  ('4*^) 

Tfctrtfoffe,  under  Um  condidoiit  Mtumedt  rtoi  diminiihim  m 
■MdndiTCiiCM  if  iocrcMcda 

II  BMj  then  bt  Aurlj  claimed  thMt^  to  i«r  M  Ricardo  wcol|  he 
\  able  to  prove  hit  tUlement. 

But  new  the  qoettioD  arises  as  to  the  nature  of  the  assomp- 
ion  the  tmth  of  which  his  vhole  argument  depeuds;  and  first 
ef  aU  we  most  ask  whether  he  was  conscious  of  their  existence  as 
Mnnnptionsy  and  as  aMumptions  onlj.  One  of  these  two  he  ex- 
ptiisly  mentions,  and  not  once*  hot  more  than  once«  so  there 
cm  be  no  donbt  that  he  recogniied  the  iact  that  under  certain 
ceoditions  his  proof  would  not  hold  good.  In  treating  of  the 
aarh  simpler  case,  when  agricultural  labour  is  made  more  pro- 
<nctive  while  the  fertflitj  of  the  land  remains  the  same,  he  ex- 
piesslj  contemplates  such  a  case  (p.  49,  bottom),  and  it  is  difficult 
!•  see  how  he  oould  aroid  seeing  that  the  other  assumption  was 
invelTed  in  this,  since,  if  an  alteration  in  the  instruments  of  pro- 
dnetion  could  dter  the  relations  exuting  between  the  fertility  of 
the  land,  there  could  be  no  reason  whj  it  shi  >uld  not  cause  diffe* 
feni  relations  to  exist  between  different  units  of  the  land.  In 
•Iher  words,  it  suggests  that  cases  must  occur  in  which  there  are 
BOi  equal  units  of  the  rarious  fertilities.  In  such  cases  the  rent- 
line  would  be  represented  bj  a  cunre.  That  the  produce  of  the 
▼nrious  units  cannot  be  inrariablj  ranged  in  arithmetical  pro« 
fiessiou  is  undeniable. 

Taking  this  riew  of  the  circumstances  of  the  soil.  Professor 
Jiarshall  has  (**  PHnciples  of  Economics,*'  pp.  660-67$)  discussed 
ni  length  the  rarious  effects  produced  bj  differences  in  such 


It  is,  howerer,  I  beliere,  no  less  undeniable  that  an  increase  in 
pvoductiTitj  will  often  affect  different  soil  in  rtrj  different  de- 
crees, and  in  consequence  of  this  eren  the  treatment  of  the  sub* 
Jeet  by  Professor  Marshall  fiuls,  since  an  element  of  unknown 
Tariabilitj  is  introduced.  Rieardo's  theofy,  then,  is  only  ralkl 
in  certain  aseumptiooa. 

How  iar,  we  mast  next  inquire,  was  Adam  South  right  f  So 
Av  as  I  can  see  there  can  be  enlj  one  answer.    It  is  pesnble 


appe>dix  b. 


tbftt  tke  concliiaton  He  staUA  mtj  be  tigbl,  but  it  k  i 
gToundi  totflltjr  different  frcm  those  "which  he  ftUeg^  in 
port*  It  U  right  when  circumstanceii  »re  *iicb  thmtr  ■«  i 
(ieeDf  the  com  rent  roftj  be  greater  aAer  the  unprOTement 
Smith  iniBgined  that  it  wa»  inrftKabljr  true  bec&uie  erer] 
meot  of  fi^od  vsLi  of  the  iune  v^alue ;  that  the  TAJueof  Too 
aever  change  come  what  mighu  Woj  more  iioiiri^hme 
4uced,  vrell  and  good.  Eaeh  unit  bei^g  of  the  aanie  %- 
before*  wage*  and  profits  will  be  eatisficd  with  the  fomnei 
iity,  and  the  larger  iurpliu  will  enrich  the  landJorda.  l*t 
get  a  larger  phare  than  before^  and  also  a  larger  quaatitf. 
notion  of  a  fall  in  value  ts  expresalj  excluded*  More  thi 
he  nerer  allows  the  pqs^ibilttj  of  anj  land  falling  out  < 
cultivation i  The  »upply  would  be  larger  than  before, 
either  there  must  be  more  people  to  eat  it^  or  the  tndiTid 
mand  must  increase^.  One  or  the  other  must  happen,  uol 
food  b  to  remain  in  the  hands  of  the  landlords.  But  ilkot 
occur,  the  value  can  scarcely  be  maintained.  That  sud 
ever,  might  occur  suggested  iuelf  to  the  mind  of  Adam  Sa 
in  a  pfusogc  at  the  end  of  part  i.  (bk*  u,  c.  xi.^  p.  6S)  be 

"It  ii  difBcuh  to  preserve  potatoes  through  the  year,  ■ 
possible  to  ftore  them,  like  com,  for  two  or  three  years  to. 
The  fear  of  not  being  able  to  sell  them  before  thej  r 
courages  their  cultivation,  and  is,  perhaps^  the  chief  a' 
to  their  ever  becoming  in  any  great  country,  like  brei 
chief  vegetable  food  of  all  the  different  ranks  of  the  peopl 

In  this  pa-^^age  are  contained  the  reasons  which  tttratldi 
whole  theory,  so  diligently  frami^«  of  the  inr&riahle  value  c 
and  with  it«  of  the  constant  advantftge  to  the  landlorda  of 
create  in  iLe  fertility  of  the  soil. 

The  chief  difference,  tben,  between  the  treatment  of  ih 
ject  by  Adam  Smith  and  Bicardo  U  dear.  Bicardo  anni 
that  certain  results  would  occur  under  certain  cooditiooi* 
conditions  he  undoubtedly  considered  more  fr^uent  thai 
probably  are.  Adam  Smith,  on  the  other  hand,  stated  a 
which  is  quite  conceivable,  but  ba^ed  his  argument  on  m 
tlons  which  are  positavely  and  mvariabJ/  wrong. 

A&other  question,  indeed,  anset  as  to  the  intertat  oClhi 
lord  as  estimated  in  money.  Here,  of  coutk,  we  are  dc 
cented  with  Adam  Smith,  since  his  view  that  com  was  of  n 
lo^  Yalue  led  him  of  necesaity  to  the  oonclua&on  that  Im 
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rtDU  meant  an  increase  a  in  mooej  rtntoi  or,  to  put  it 
aeenratel/,  in  general  rain  •  With  refiard  to  both  Ricardo 
iCa,  I  ahookl  like  once  mor  to  refer  to  ProTenor  MarthalTa 
natiatioa»  where  he  points  wt,  that  while  the  price  fidla  in 
ban  the  faiTone  ratio  of  thi  rate  of  bcreeie,  the  amoont  of 
urn  rent»  eren  if  it  incrtaii »  can  nerer  atand  to  the  aaoiant 
a  IbffMer  rent  in  quite  thia  direct  imtio»  aad  that,  theielhi^ 
i  wiU  leee. 
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